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As Much As $75,000,000 
Worth Of Radium 


HIS single x-ray tube produces as much 

radiation energy as would radium worth 
$75,000,000. This tube—one of several de- 
veloped and built by G-E scientists—is help- 
ing medical science to make further and more 
rapid gains in the battle against disease. 


For more than 25 years, General Electric 
research scientists have led the steady im- 
provement in x-ray development. From their 
work—with thousands of volts from giant 
transformers, with tanks of purified oil— 
have come better and ever better x-ray tubes. 
Physicians and surgeons have gained more 
compact and more powerful tools for diag- 


nosis and therapy—better tools with which 
to safeguard your health. 


Other developments in the Research Labora- 
tory, in Schenectady, also work for better 
health. There is the inductotherm, which 
permits medical science to produce, at will, 
curative fevers in the patient's body. There 
are sources of ultraviolet radiation for the 
treatment of rickets in children. And in all 
these aids to medicine, the results of years of 
scientific investigation are being applied to 
the relief of suffering, to the treatment of 
disease, to the improvement of the health 
and well-being of millions of people. 


G-E research has saved the public from ten to one hundred dollars 
for every dollar it has earned for General Electric 


GENERAL @ ELECTRIC 
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The Condition of BUSINESS 


TrapE TRENDS STILL F ORWARD. The continued demand 
or goods of all kinds explains current business optimism 
persisting in the face of developments which normally would 
ie viewed with misgiving. 

When all reports of industrial activity and retail volume 
nonth by month tell the same story for a period of a year 
ind a half or more, it would require a real shock to disturb 
the hopes of the average business man. Ordinary caution 
aaggests the probability of a reaction by Summer, especially 
in consumption goods, but it must be admitted that there 
are no surface indications of anything of the sort at this 
ime and the pace set in the heavy goods category seems 
ikely to go on for some time to come. 

ConTROL OF SPECULATION. In view of the fundamental 
uncertainties confronting business at present and the ob- 
sacles which must be overcome, the conclusion is warranted 
that much of the present day activity is a reflection of 
speculative psychology. This, in turn, has been induced 
largely by the difficulty of securing fair returns from fixed 
vield investments, a situation which logically lures money 
into speculative channels. 

It is significant that the chief efforts of the financial 
authorities at Washington are directed toward anticipating 
and preventing an unhealthy expansion of speculative 
activity, and in these general objectives the Government 
gems to have the approval of the business community. 

It should be emphasized, however, that even if the credit 
managing authorities take all action within their power to 
control speculation and prevent the misuse of credit, their 
efforts will be only partly effective as long as the deficit-creat- 
ing expenditures of the Government continue. These ex- 
penditures pour buying power into depositors’ accounts as 
well as into the banks of the country. 

A Few Hurptes. The lively condition of business is best 
reflected in the general indifference to trouble of all kinds. 
A strike on the Pacific Coast which paralyzed shipping for 
many weeks and cost millions of dollars is scarcely noticed 
in the general business picture until a settlement of the 
strike gave a fillip to optimism. 

Another strike, in the automobile industry—the field 
which has led all others in its own recovery and in influencing 
the expansion of industrial production in other directions 
—merely slows up the tempo of improvement. Then, a 
settlement of the strike, on terms which ordinarily would 
not have been regarded by business opinion as satisfactory, 
merely gave a further boost to activity and to the prices of 
common stocks. It is worth noting, also, that these stock 
prices were adversely affected a little later by the prospect 
of a check on foreign investments in America, but not by 
unfavorable domestic developments. 

Flood losses totaling hundreds of millions of dollars re- 
sulted in little if any retarding effect. As to the ever-present 
danger of war in Europe and elsewhere, this seems on the 
way to being completely ignored except in the daily flow 

of news from abroad. 
_ Prospects of new strikes in the steel and coal mining 
industries are apparently not regarded as important factors 
in the outlook for business. At least, if they are so regarded 
by any important part of the business community this fact 
Snot apparent in current statistical data. If any such inter- 
tuptions to industrial activity as are now being openly 
discussed should turn out to be successful in any degree, the 
baneful effects would extend to all principal industrial opera- 
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tions. Yet this prospect seems to have no more influence on 
the present situation than a tendency to increase activity 
in anticipation of difficulties. : 

Heavy Goops OuTLook Bricut. The output of steel at 
Pittsburgh reached 86 per cent of capacity the middle of 
last month, approximately equal to the highest point 
attained in 1929. The immediate cause of this rise was the 
renewed demand of reopening automobile plants. More than 
half of the steel plants have substantial backlog orders to 
carry them forward for many weeks to come. Buying for 
the future is represented in some of this activity but current 
consumption is unusually heavy. 

Building contracts in the first month of the year showed an 
increase of about 20 per cent over last December and 100 
per cent over the same month a year ago. The steel com- 
panies alone anticipate an outlay this year of $290,000,000, 
compared with $216,000,000 last year. 

WaGE INcREASES. The improvement in the heavy goods 
industry, and in other industries, is accompanied by: wage 
increases. The Carnegie-Illinois Steel Company, for example, 
is preparing to make an increase of 80 cents that will bring 
the total to $5 a day for its employees. The settlement of 
the General Motors strike was accompanied by an announce- 
ment of a $25,000,000 increase in the pay of company em- 
ployees. Other motor companies have announced similar 
rises and the movement has extended to tire manufacturers. 
An advance of 12 per cent in wages has been granted to 
135,000 clothing workers. The Associated Industries of 
Massachusetts report that 60 per cent of the industrial 
workers in that state are now drawing more pay than they 
did at the 1929 peak. 

The W.P.A. proposes to drop 600,000 workers in the 
next four months as a result of the steady absorption of the 
unemployed in private enterprise. 

Farmer income continues to rise, with likelihood that the 
current year’s income will be much above that of last year. 
Flood losses to business, not counting the loss of homes and 
similar damage, are estimated at several hundred millions, 
but it is expected that this will result in a stimulation of 
business by outlays in restoration. 

RESERVE REQUIREMENTS. In banking there are indications 
of a considerable shifting of funds to meet the increase in 
reserve requirements and, to some extent also, because of 
continued low returns on investments. In the four weeks 
ending February 10 total deposits in reporting member 
banks fell by $363,000,000, more than accounted for by a 
drop in Government deposits of $221,000,000 and in deposits 
of domestic banks of $168,000,000. A drop of $10,000,000 
in demand deposits adjusted, a decrease of $6,000,000 in 
deposits of foreign banks and an increase in time deposits 
made the difference. 

CoMMERCIAL Loans. Continued industrial and commercial 
activity give considerable promise that the marked increase 
in loans of a miscellaneous character which was registered 
during most of last year will be more than equalled the cur- 
rent year, particularly in strictly commercial lines. A slight 
contra-seasonal increase in acceptances outstanding in 
January and an increase in bank holdings of such paper in 
February are considered significant. The prospect for new 
capital issues in the immediate future has become somewhat 
cloudy pending observation of interest rate trends in con- 
nection with the increase in required reserves. Demand for 
municipal and high grade corporate issues continues good. 
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Any man earning *40 a week 
can own a place like this 


COUNTLESS cliff-dwellers in the canyons of a hun- 
dred cities live in hopes... 


They hope for an oasis from worry .. . for a few 
acres of their own, where they and their children 
can stretch their lives in the friendly sun. 

And the most humble earner can have all this. 
For any man with ten or fifteen years of earning 
power left—even a moderate earning power—can make 
a financial success of his life. 

Whatever his hope may be—a place in the coun- 
try, a college education for his son or daughter, a 
carefree old age—he holds within his hands the 
means of realizing his hopes. He need only “‘add a 
little to a little” and do this persistently. 


INVESTORS SYNDICATE 


Established 1894 


Living Protection...everyman's road 
to financial security 


For, thanks to compound interest, small sums of 
money put aside regularly will return to you $5,000, 
$10,000, $25,000 or more. An Investors Syndicate 
representative can tell you all about it. 


And he can show you how this money will be 
protected—by an institution which for nearly half a 
century has enjoyed the endorsement of authorities 
in sound finance. An institution which has always 
met every obligation on time, when due. 


Ask him to explain the Living Protection plan. 
And write today to Investors Syndicate, Dept. B73, 
Minneapolis, Minn., for a booklet which points the 
way to financial security for every man—A New 


Plan of Life. 


Investors Syndicate agency offices 
in 152 leading cities, including: 
New York} Boston . 
Atlanta . Washington 


Kansas City Denver Seattle 
Montreal* . Vancouver* 


Home Office: Minneapolis, Minn. 


Toronto* . 


Philadelphia . Chicago 
Houston . St. Louis 
. Los Angeles 


t Office Investors Syndicate Title and Guaranty Co. 
* Office Investors Syndicate, Ltd., Canada 
These companies are affiliates of Investors Syndicate 
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Adventures in Reading 


has its adventures. They begin when the book arrives 

from the publisher, carefully disguised in brown paper 
or heavy cardboard. They continue as the tightly fitted sar- 
cophagus is pried apart, permitting the first curious glance at 
title, author and jacket. They multiply rapidly as the book is 
opened and its typography, binding, contents and arrange- 
ment are hastily scanned. They end—well, fortunately in 
many books they never end, for the greatest adventure of all 
is the reading. 


Bins reviewing, like other vocations and avocations, 


* * * 


Not long ago the postman delivered a particularly heavy 
book package. When the ritual of opening had been per- 
formed the commentator found himself with History of Life 
Insurance in Its Formative Years (American Conservation 
Company, Chicago). Led from page to page by the curious, 
rare illustrations, and glimpses of the text, he discovered 
that here, notwithstanding its matter-of-fact title, was an 
unusually interesting volume, a most human chronicle and 
appraisal of the forces which, over the centuries, have built 
a great financial and social service. 

Beginning with the earliest manifestations of the self- 
preservation instinct among ancient peoples, the book picks 
up life insurance at its beginnings and carries it, informa- 
tively and entertainingly, down to the present century. Its 
$4 pages (including appendices, bibliography and index) 
represent infinite research in many of the world’s great 
libraries. 

* * * 

One of the new books that will be widely read in banking 
circles is the revised edition of Jnvestment Banking, by H. 
Parker Willis and Jules I. Bogen (Harper, New York, $5), 
which brings up to date a volume that first appeared in 1929, 
not long before the outbreak of the financial panic. In its 
present form this primarily descriptive discussion of invest- 
ment banking institutions, problems and policies embraces 
the changes that have come during the intervening years. 


* * * 


Two new publications on the business cycle provide 
thoughtful reading. One is Analyses of Business Cycles by 
Arthur B. Adams (McGraw-Hill, $3), the other, Some Inter- 
national Aspects of the Business Cycle, by Hans Neisser 
(University of Pennsylvania Press, $2.50). Dr. Adams, dean 
of the College of Business Administration, University of 
Oklahoma, discusses the nature and causes of swings in the 
prosperity curve, governmental policies of economic stabili- 
ation, various business cycle theories, and the forecasting of 
business conditions. He also reviews factors currently affect- 
ing business and offers some comment on probable trends. 
Dr. Neisser, professor of monetary theory at the Wharton 
School, presents a theoretical framework for the interpreta- 


tion of international cyclical forces and applies his concepts 
to specific occurrences, notably those of the last cycle. 


* * * 


David F. Jordan, professor of finance at New York Uni- 
versity, has written a book on how to use money intelli- 
gently. Managing Personal Finances (Prentice-Hall, Inc., 
New York, $3), concisely and specifically helps the individual 
with his everyday financial problems. Emphasizing the 
principle of intelligent spending, the author says: ‘‘ The one 
and only purpose for which money was created was to be 
spent. Thrift is wise spending and is not imprudent frugal- 

Paul H. Douglas’s Social Security in the United States 
(McGraw-Hill, New York, $3) is an analysis and appraisal 
of the Federal Social Security Act by one who for 15 years 
worked toward such legislation. Professor Douglas believes 
that the law as it now stands is imperfect and he suggests a 
number of changes. He also explains what the Act provides, 
traces its origin, considers the relationship between Federal 
and state social security laws, and discusses private pension 
plans which, he finds, should not be exempted from the 
public system. 


Books in Brief 


Federal Income Tax Handbook, 1936-1937. By Robert H. 
Montgomery. Ronald Press, New York, $10. 


Federal Taxes on Estates, Trusts and Gifts, 1936-1937. By 
Robert H. Montgomery and Roswell Magill. Ronald Press, 
New York, $7.50. 

The latest editions of two widely consulted manuals which 
guide the corporation or individual through the intricacies 
of Government tax legislation. 

The Monetary Experience of Belgium, 1914-1936. By 
Henry L. Shepherd. (Princeton University Press, $3.) An 
account of the post-war experience of a nation whose recent 
monetary history is less familiar than that of France. 

John Deere. By Neil M. Clark. (Privately printed.) An 
attractive, brief biographical sketch of the Vermont black- 
smith who, just a century ago, made the first steel plow and 
thereby did more than his bit for the farmer. 

Catching Up With Housing. By Carol Aronovici and Eliza- 
beth McCalmont. (Baker & Taylor, New York, $2.) A 
handbook of data on what has been and is being done about 
housing in the United States—facts, figures and background. 


The V alue of Money. By Benjamin M. Anderson, Jr. (Rich- 
ard R. Smith, New York, $2.50.) The author, who is economist 
of the Chase National Bank, New York, brings down to date 
in this volume the previous editions of the book. It was first 
published 20 years ago. 
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ANAGEMENT of your bank’s bond 
M account is always “unfinished busi- 
ness”— and always will be. For the suc- 
cessful supervision of a bank’s investments 
demands constant watchfulness of the 
thousand-and-one events that daily affect 
bond values. 


Never a one-man job, efficient investment 
of funds is a sheer impossibility as the 
part-time task of a single bank officer. 
Taking advantage of every opportunity to 
increase yield and improve the quality of a 
list demands the facilities, man-power and 
organized knowledge of a large group of 
investment specialists. Here at Moody’s 
one group devotes its whole time to study- 


ing rails, another to utilities. still another 


to industrials. These men gather and ana- 
lyze the facts, relaying them to your bank's 
personal counsellor. He, in turn, interprets 
and applies the findings of the specialists 
to your bank’s current needs for income 
and safety in terms of your ever-changing 
trend of deposits, amount of loans, seasonal 
needs for cash and other factors underlying 
a sound investment policy. 


Your bank can face the always-uncertain 
future with Moody’s well-staffed organiza- 
tion constantly supervising its bond invest- 
ments .. . at nominal cost. 


How much it will cost your bank can be 
determined only after we review your 
portfolio. This, we will gladly do, in con- 
fidence, without obligation. 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 
65 Broadway, New York City 


105 West Adams Street, Chicago 
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Exactly What Is Interest? 


Washington, D. C. 
BANDONMENT by the Federal Reserve Board of its 
A position regarding the payment of interest on demand 
deposits represented by its latest “Regulation Q” 
may be taken as a temporary settlement of the issue, but 
that it will finally dispose of the matter is not so certain. 

The inherent difficulty of the problem is indicated by the 
history of the regulation. The Banking Act of 1935 gave 
the Board authority to define the terms used in that Act 
with respect to interest on deposits, including the term 
“interest”. The Board gave the subject careful considera- 
tion and promulgated its regulations in December 1935, 
to become effective on January 1, 1936. Later in that same 
month the effectiveness of the clause in Regulation Q defin- 
ing interest was postponed indefinitely, one reason being 
that the F.D.I.C. authorities felt they did not have the 
authority under the law to follow the Reserve authorities 
in establishing the same rule. 

After giving the subject further consideration during 1936, 
the Board in January 1937 announced that the clause de- 
fining interest would be given effect on February 1, 1937. 
Later, at the request of Chairmen Steagall of the House 
Committee on Banking and Currency, and Wagner of the 
corresponding Senate Committee, the effectiveness of the 
clause was postponed until May 1, 1937. The implication 
was that legislation would be considered which would either 
give the F.D.I.C. authority to define interest and impose 
the same regulation upon non-member banks which were 
members of the deposit insurance system, or would limit 
the authority of the Reserve Board in that respect. 


THE FEBRUARY ANNOUNCEMENT 


ON February 12 the Board announced that its definition of 
interest (Par. f in Sec. I) would be abandoned and that 
the regulation would merely provide that (Sec. 2, Par. (a)) 
“Except as hereinafter provided, no member bank of the 
Federal Reserve System shall, directly or indirectly, by 
any device whatsoever, pay any interest on any demand 
deposit. Within this regulation, any payment to or for the 
account of any depositor as compensation for the use of 
funds constituting a deposit shall be considered interest.” 
Regulation IV of the F.D.I.C. was modified to read the same. 

As indicated by the Reserve Board in its announcement, 
the effect of the amendments is “to declare existing law 
rather than to interpret and apply the law to particular 
practices.” In other words, the regulations now permit both 
the Reserve and F.D.I.C. authorities to apply the general 
provisions of the law to specific cases rather than attempt 
to catch all the fish in the large net of a comprehensive 
regulation. 

The present regulation will in fact permit a continuation 
of current banking practices in collections, exchange and 
services, unless there is a clear case of abuse and an effort 
to evade the law. Each agency will be the judge in such 
matters over the banks in its respective jurisdiction. While 
the new form of the Board’s regulation is less strict than 
the original, it does not follow necessarily that it will be 
any less effective in the prevention of abuses. On the other 
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hand, it permits that uniformity of regulation covering all 
banks within Federal jurisdiction which is essential in the 
interest of fairness to all banks; some of them doubtless 
would have been seriously penalized by the Reserve regu- 
lation so long as its effects were not equalized by the same 
regulation over non-member banks. 

Back of this change in the regulations and in the strict 
interpretation of the term “interest” proposed by the Re- 
serve authorities, is pressure from Congress and from banks. 
Apparently neither Congress nor the banks as a whole are 
ready for so strict a rule. In the first place, no one knows 
what would have been the exact effect of the Reserve’s 
definition of “interest” under the law. It is realized that it 
would have prevented large banks with deposits of country 
correspondents from absorbing out of pocket expenses in 
the collection of items sent them by the latter, which prob- 
ably had charged their customers for the collection; but no 


one knows the volume of this business or how much expense 
it involves. 


CONDITIONS ARE WIDELY VARIED 


ON the other hand, the regulation would also have pre- 
vented banks from absorbing the cost of collecting out of 
town checks on the 2,300 banks not in the par collection 
system, thus forcing them not only to penalize their own 
customers but also, in effect, penalizing their business 
communities. 

Local conditions and customs, bank methods, and col- 
lection machinery vary so greatly that it would be ex- 
ceedingly difficult to devise any system of national and uni- 
form control which did not seriously affect business as well 
as banking in some districts. Where all banks are not under 
uniform control and compelled to observe uniform practices 
these difficulties are emphasized. 

There is so much confusion and uncertainty growing out 
of variations in bank practices that perhaps Congress has 
legislated without full knowledge of the facts. It has been 
assumed that the enforcement of the Reserve Board’s ruling 
would have resulted in a considerable increase in member 
banks’ earnings through charges for services rendered and 
collection of out-of-pocket expenses. How much increase in 
revenue is involved, however, is unknown. Aside from such 
fairly clear classifications as “‘interest on loans,” “interest 
and dividends on investments” and to some extent earnings 
of trust departments, Federal supervisory authorities are 
much in the dark as to the exact source of other bank earn- 
ings. 

Federal supervisory authorities are disposed to question 
whether the savings returned as income from service charges 
on deposit accounts are reliable and are more and more in- 
clined to abandon all attempts to ascertain the exact origin 
of bank earnings. With so much uncertainty as to actual 
present earnings of the banks from charges for services 
rendered there is nothing by which the authorities could 
gauge the probable effects of the Reserve Board’s ruling as 
to interest had it been enforced. No more could they gauge 
the effects of the regulation in other respects. 

GrorGE E, ANDERSON 
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What Other Small Lenders Know 


By JOHN FARNHAM 


HILE only recently have a few banks, here and there, 

begun to make instalment loans to individuals with- 

out either collateral security or the endorsement of 
one or more non-borrowing individuals, this field is by no 
means an uncultivated one. It is new to the banks, but there 
is hardly an important city in the country that has not had 
“finance companies,” albeit they are sometimes called by 
various other names, engaged in this type of business for a 
good many years. The methods used by some of these private 
lenders probably will not apply very generally to banks, but, 
for all of that, their experience ought to be of value to bank- 
ers contemplating this somewhat unorthodox field of per- 
sonal finance. 

It ought, perhaps, to be said at the outset that it is not 
easy to get the operators of small private lending agencies to 
talk about the details of their business. They fear publicity 
and they have so often been called usurers in the newspapers 
and elsewhere that they are peculiarly sensitive. Because of 
this last, they are particuiarly chary about revealing the 
profits that accrue from lending money to the man in the 
street with no better security than a single signature, despite 
the fact that on analysis the profits are probably never im- 
pressive. It is not possible to say exactly what such profits 
are, but, from what this writer can learn, the average of these 
private lenders with $100,000 of capital will show earnings, 
after a deduction for the losses incident to his business and 
after deducting interest he himself pays, of somewhere be- 
tween $15,000 and $20,000 a year. To earn the top figure, he 
himself will have to borrow up to as much as $30,000 during a 
part of the year. 


AVERAGE EARNINGS OF 5-12 PER CENT 


ON its face, earnings of 15 to 20 per cent on owned capital 
look large, but out of these must be taken the expense of 
doing business, which probably reduces the amount available 
for the principals of the enterprise, to be taken out either as 
salary or dividends. This amount might not be more than 
$17,000 on an invested capital of $100,000, if the most favor- 
able conditions are assumed, and probably as little as $10,000 
under less favorable circumstances. Assuming that the prin- 
cipal of the business is entitled to a salary of $5,000 a year, it 
appears that capital employed in lending without security 
will produce earnings of between 5 per cent and 12 per cent, 
with the average over the years probably nearer the smaller 
figure. 

Of course, in these days a business that seems to offer 
earnings of from 5 per cent to 12 per cent appears very at- 
tractive, but most money lenders seem agreed that earnings 
on capital decline rapidly as the capital is increased. That is, 
the lender actively employing $100,000 might make 12 per 
cent, but the same lender trying to keep $1,000,000 busy 
might end the year in red ink, because in the first case loans 
can be carefully selected and supervised while in the last this 
is likely to prove impossible. 

Whether this same limitation would apply to banks is not 
certain. Banks would probably attract a generally higher 
type of borrower than customarily finds his way to the small 
private lender, or rather, banks probably would attract more 
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good names and fewer bad ones. This would make the task of 
selection somewhat easier. Also, the small lender often has a 
problem of personnel that is not shared by the banks. The 
lender himself is usually an artist at successfully putting his 
money to work, but more often than not his helpers are sec. 
ond rate. Thus the lender himself must carry the whole load 
of making loans or invite losses. 


A SEARCHING CREDIT ANALYSIS 


HOWEVER, whether banks would make as careful a credit 
analysis of their borrowers as do the private lenders is a 
question. The lender takes nothing for granted and on the 
whole delves deeper into an applicant’s financial history 
than is customary anywhere else. The fact that a loan ap- 
plicant has a good job and a good credit rating is not enough. 
Thus one lender asks these questions on his application blank: 


1. Where have you worked for the past five years? 

2. What did you earn in each of the past five years? 

3. What payments (total for each year) have you made 
in each of the past five years for automobiles, radios, home 
equipment, building and loan, life insurance, savings bank, 
and on other loans made to you? 

4. Give names and addresses of all firms to whom pay- 
ments in Question 3 were made. 


Getting the answers to these questions, the lender checks 
up on the references given. Then he sets the gross payments 
made in each year against the applicant’s earnings in that 
year. That gives him a pretty clear idea of the prospective 
borrower’s living expenses. If these accord with what he feels 
the applicant ought to be spending, and if the amount the 
borrower has normally used to purchase capital assets is 
enough to service the loan, then the loan is made, provided 
that the applicant has worked with reasonable regularity for 
five years. An applicant that checks up well against such an 
analysis is considered a preferred risk and may be given a 
slight reduction in interest from the usual rate. 


24 HOURS LATE IS TOO LATE 


APPLICANTS that fall below this top standard may be 
granted loans, if they do not drop too far down, but the lender 
has no delusions about them. He considers them a gamble 
and if a payment is 24 hours late he gets ready for action. 

One thing that banks can certainly use from the ex- 
perience of the private money lender is the general credit 
standing of individuals according to occupations and annual 
incomes. Contrary to popular opinion, in this connection, 
relatively well paid white collar workers are looked upon as@ 
greater risk than skilled or semi-skilled workmen. Similarly, 
a clerk earning $1,200 a year is considered poor while 4 
laborer earning the same amount is usually rated fairly well. 
The ideal loan, if there is such a thing, is for from $250 to 
$400 to a married man, 30 to 45 years old, who has earned 
from $1,700 to $2,700 annually over a period of five years, 
either from a single employer or as the result of a trade. The 
opinion is stressed that persons earning above $3,000, 1 
particular, are likely to have extravagant habits that may 
make them poor risks. 
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“[Jnforeseen events... 
nov 


change and shape the course of man’s affairs” 


The little toy-dog is covered with dust, Time was when the little toy-dog was new 
But sturdy and stanch he stands; And the soldier was passing fair, 
And the little toy-soldier is red with rust, And that was the time when our Little Boy Blue 


And his musket moulds in his hands. Kissed them and put them there. 


—EUGENE FIELD 
© Charles Scribner's Sons 


This year, over 4,000 children will die beneath the wheels __ playing near the curb? For the responsibility is primarily 

of traffic. One of them might be your child, or your —_ yours. There are no brakes on the mental operations of 

friend's, or that youngster down the block. True, the num- —_ an impetuous youngster. 

bet of such tragic, such unnecessary, accidents is dimin- The Maryland, through posters, cards and leaflets in 

ishing. But not fast enough. public schools, is continuing its efforts to teach youngsters 
Four thousand “Little Boy Blues’ this year again? how to avoid danger on the streets. Drivers in commer- 

Four thousand little toy-dogs waiting, waiting? Upsets cial fleets insured with The Maryland receive instruction 

you, doesn’t it...but does it upset you enough? Willit be from specially-trained Maryland safety men. 

on your mind when you're driving a bit too fast down a Will you, in your car, remembering Little Boy Blue, 

city street? Will you slow down when you see a child —_ drive more carefully this year? 


THE MARYLAND 


MARYLAND CASUALTY COMPANY BALTIMORE 
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VU. S. Government Securities 


Home Owners’ Loan Corporation Bonds 
Federal Farm Mortgage Corporation Bonds 
Federal Intermediate Credit Bank Debentures 
Federal Land Bank Bonds 


Municipal Bonds and Notes 
Bank and Bankers’ Acceptances 


Railroad Bonds 
Equipment Trust Certificates 
Public Utility and Industrial Bonds 


Canadian Government, Provincial 
and Municipal Bonds 


Foreign Government Securities 


Discount House 


SALOMON BROS. & HUTZLER 


MEMBERS OF THE NEW YorK STOCK EXCHANGE 
Sixty Wat Street 
New York 


Boston Philadelphia Chicago Cleveland Minneapolis 


Aviation Stocks— 
will they be a leader in 1937? 


Outlook for Bonds— 


are they too high to buy? 


Investment Trusts— 
are they selling “at discount’’? NEVER HAPPENED 


@ It failed to happen because 
Employers Mutuals work con- 


Basic Labor stantly to prevent accidents. Since 
their beginning, Employers Mu- 

Demands— tuals have worked on the policy 
of reducing losses in order to re- 

should investors ‘‘sit down'’? duce costs. In that time, they have 
saved for their policyholders more 

CLIP & MAIL than $15,000,000. Employers Mu- 


‘ tuals Compensa- 

tion, bli iabilit d Auto- 

Dept. 107-12, Babson Park, Mass. 


| 
Send me the mentioned reports — ] 
gratis and no obligation. l 


| 
| Name 


HOME OFFICE ASSESSABLE WAUSAU, Wis. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


| loans averaging $295 each; this was a 


Small Loan 


Status in 
enci 
tatus in = 
16 Cities 
Lou 
with 
percel 
sa one or more banks in each of ess t 
16 cities the Northwestern Nationa) 
Life Insurance Company has obtained _ 
data showing a general and in many pont 
cases substantial expansion of the small “°°? 
loan business during 1936. Several of = 
the reporting institutions mentioned - 
increased borrowing for the financing . fu 
of small businesses as well as for the “- 
purchase of automobiles and household = 
appliances. Ra 
Banks that cooperated in the survey mad 
also reported, for the most part, that a : - 
greater proportion of small loan applica- . 
tions was acceptable today than a year . 
ago, indicating the better financial cir- : 
cumstances of the applicants. Less than es 
¥% of 1 per cent of these credits have v4 
| to be charged off ultimately—at least a 
that is the experience of the banks = 
whose personal loan departments re- 
plied to the questions. Delinquencies KA 
are negligible. 
Following are comments by some of ee 
the bank personal loan departments in “a 
the cities surveyed: 
acct 
Boston: “Number of personal loans furt 
made in 1936 shows an increase of ap- in 
proximately 53 per cent over 1935; the the 
ratio of acceptable applications showed pris 
a 5 per cent improvement in 1936; I 
percentage of delinquent accounts was pul 
less in 1936 than in the previous year.” que 


New York: “ Made 223,000 individual 


substantial increase over 1935. Con- 
solidation of scattered debts was still 
the major purpose of borrowers.” 


Detroit: “Total number of personal loa 
loans increased about 25 per cent over cli 
1935; proportion of acceptable applica- | 
tions improved by 50 per cent; delin- ble 
quencies were considerably reduced; ac 
charge-offs 40 per cent less. Some in- 
crease in loans made for new purchases.” ap 

Milwaukee: “Loans for new put- 
chases showed some increase but the ap 
largest item is still consolidation of ex- 19 
isting debts. Delinquencies less than dt 

| per cent.” 

Minneapolis: “Increase in small loans lo 
for new purchases. Delinquencies lower; pe 
charge-offs about the same as 1935- 
negligible both years. A noticeable in- l 
crease in number of loans to small y 


businesses.”” 
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Dayton: “N umber of personal loans | 
substantially increased; acceptable ap- 
plications 10 per cent greater; delin- 
quencies decreased 5 per cent; charge- 
offs negligible. Loans to finance new | 


purchases increased at least 25 per 


Louisville: “Slight increase in loans 

with fewer delinquencies; charge-off 
percentage remained constant, being | 
iess than one-half of 1 per cent.” | 

Nashville: “‘ Number of personal loans 
increased approximately 20 per cent; | 
much higher number of applications 
acceptable in 1936 than in 1935. Pro- 
portion of delinquencies decreased; 
loans to finance new purchases showed 
a further slight increase over 1935, 
which in turn was substantially better | 
than 1934 in this respect.” | 

Rapid City, South Dakota: “Loans | 
made to finance new purchases showed 
a big growth over 1935; automobiles | 
and household appliances were the prin- 
cipal purchases so financed.” 

Topeka: “‘Volume of personal loans | 
about the same as last year, but there | 
were still fewer delinquencies. Charge- | 
offs for uncollectible loans remain at 
zero.” 


TYPICAL CONDITION 


KANSAS CITY, Kansas: “Volume of 
personal loans 10 per cent greater in 
1936; delinquencies slight, approxi- 
mately the same as 1935; percentage of 
acceptable applications showed slight 
further improvement. Distinct increase 
in applications for loans to be used for 
the promotion of small business enter- 
prises,” 

Denver: “Large increase in loans for | 
purchase of automobiles. Few delin- 
quencies. Majority of personal loan ap- | 
plications are for consolidation of debts, 
medical bills being second in impor- 
tance.” 

Dallas: “Simultaneously with a sub- 
stantial increase in number of personal 
loans made in 1936, the number of de- 
clined applications decreased.” 

“Volume of new personal loans dou- 
ble those granted in 1935. Percentage of 
acceptable applications much higher.”’ 

Houston: “Thirteen per cent more 
applications approved in 1936.” 

Los Angeles: “Larger percentage of 
applications approved in 1936 than in 
1985; delinquencies small, showing re- | 
duction in 1936. Consolidation of debts | 
is the largest single purpose for which | 
loans are granted, accounting for 28 
per cent of this department’s activity.” 

San Francisco: ‘“‘ Number of personal | 
loans during 1936 shows a substantial | 
increase over 1935. Delinquencies small; | 
charge-offs negligible.” | 
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Fie Liamond of Writing 


“Most men work in a series 
of efforts that take a lot more 
time than steady application.” 


EE 


The Ediphone reduces effort 


by cutting out repetition! 


Inquiring, analytical executives have 
discovered that their greatest energy- 
waster is ROUTINE—that often unnec- 
essary daily evil. 

The morning mail, for instance, is a 
routine-racketeer! How much time and 
energy does it steal from you? Did you 
put today’s letters aside until your 
secretary was free...and then RE-READ 


them when she was ready for dictation? 


Cut out that needless repetition! 
With a Pro-technic Ediphone, you 
Voice-Write answers THE FIRST TIME 
you read the mail. 


That is only an instance of the “steady 
application” which the Ediphone gives. 
Multiply that over and over—IMME- 
DIATE confirmation of telephone calls, 
answering memos, recording confer- 
ence highlights—and you have Reduced 
Effort. You have Added 20% to 50% to 
your Business Capacity! 


Discover the Ediphone on the“You- 
Pay-Nothing” Plan. Phone The Edi- 
phone, Your City, 
or address inquiry 


to Desk B-27— 


WEST ORANGE, N. J., U.S.A. 
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of financing modern business 


HE DEFINITE benefits provided by 
accounts receivable 
are recognized by leaders all along 
the front line of industry. Thousands 
of top flight manufacturers and 
wholesalers now speed up business 
through this modern way of keeping 
capital constantly liquid and at work. 


Selling, or discounting, accounts re- 
ceivable is a simple method of getting 
immediate cash for the merchandise 
you have sold. It is flexible and con- 
venient. It is safer and quicker than 
a mortgage, stock issue or other 
expedient as a means of providing 
working capital. It costs no more— 


in many cases, less. 


Two-way Benefit 
in Discounting Accounts 


In the plainest language, here is a 
financing system that has a double- 
action benefit . . . to your creditors 
and suppliers as well as to yourself. 
Your improved cash position 
will benefit your merchandise 
creditors. They’d rather see you 
taking discounts than awaiting 


full maturities or asking extensions. 
The quicker you pay, the more you 
can buy from them and the less their 
money is tied up. 


With cash in lieu of book assets, you 
are in a position to discount bills, 
purchase at lower prices, finance a 
greater volume of sales... all of 
which add to your profits. 


Corporations, Insurance 
Companies Invest Surpluses 


Government agencies, Federal reserve 
banks, and sound strong financial 
institutions everywhere countenance 
this sensible financing practice. 
Great industrial corporations, insur- 
ance companies and estates invest 
surplus funds with us for employ- 
ment in this financing project. If 
your business is in the least ham- 
pered or held back by inadequate 
liquid capital, why not investigate. 
A brief consultation will show if 

we can help you. All corre- 

spondence and interviews are 

strictly confidential and carry 

no obligations. .. Write today. 


COMMERCIAL CREDIT COMPANY 


BALTIMORE, MARYLAND 
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From £25,000 to 25,000,000 


in 25 


Lumbermens quarter century of progress 
is an unbroken succession of annual 
gains—in premium income, assets, sur- 
plus, and in dividends to policyholders. 
Behind this lively growth is a secure 
company, expertly and economically 
managed, with an eye not only to its 
opportunities but its responsibilities as 


Years 


well. Its now-famous 
Club—acclaimed the most constructive 
single measure yet undertaken in the 
cause of auto accident prevention—is 
typical of the thoroughness with which 
Lumbermens serves its policyholders and 
the public interest. 


STATEMENT AT THE CLOSE OF BUSINESS DECEMBER 31, 1936 
AS REPORTED TO THE DEPARTMENT OF INSURANCE, STATE OF ILLINOIS 


Bonds on amortized basis. Market values of bonds exceed amortized values by $331,031.08. Stocks at market. Security 
fluctuation reserve is more than sufficient-to adjust stocks to cost and bonds to par or cost, whichever is lower. 


ASSETS 
U. S. Government bonds 
State, county and municipal bonds. 
Canadian bonds 
Public utility and other bonds... . 
Stocks. 
First mortgage loans on real estate. 


Real estate (including home office 
1,186,700.00 


8,337,910.06 
2,849,858.01 
132,262.60 


$5,208,792.29 
2,085, 307.92 
856,996.04 
1,279,877.55 
3,292,348.75 
1,400,151.17 


Cash in banks 
Premiums in transmission 
Accrued interest and other assets. . 


Total cash assets 


$26,630,204.39 


LIABILITIES 
Reserve for losses $11,362,194.16 
Reserve for unearned premiums... 6,891,728.00 


Reserve for taxes, expenses and divi- 


Security fluctuation reserve (volun- 


2,781,516.37 


Total liabilities and reserves. .$23,035,438.53 


3,594,765.86 
$26,630,204.39 


Net cash surplus 


Paid for Losses and Returned to Policyholders in Cash Dividends 
Since Organization: Over Ninety Million Dollars 


LUMBERMENS MUTUAL 


CAS UALT Y 


Y 


Home Office: Mutual Insurance Building, Chicago, U. S. A. 
“World’s Greatest Automobile Mutual” 


OTHER COMPANIES UNDER THE 


American Motorists Insurance Company 


SAME MANAGEMENT 


Federal Mutual Fire Insurance Company 


National Retailers Mutual Insurance Company Glen Cove Mutual Insurance Company 
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CHICAGO CLEVELAND 


America's railroad ex- 
ecutives have reduced the haz- 
ard of traveling until actually it 
is safer to ride on a train than 
stay at home. 


De Luxe has reduced the hazard 
of damage to checks during 
delivery, by shipping them in 
special air-space cartons which 
protect edges and corners, and 
"insulate" them against damage 
of any kind. 


It's the finishing touch to a serv- 
ice where special machines save 
overhead and speed production 
—where extra inspections insure 
accuracy—where both manage- 
ment and men have the will to 
serve. 


Is it any wonder that our plants 
are kept busy doing one thing— 
producing better checks for an 
ever-increasing number of satis- 
fied customers. 


ELMKME 


CHECK PRINTERS /WC., 


Lithographers and Printers 
Plants at 


NEW YORK ST. PAUL 


KANSAS CITY 


WASHINGTON BRIEFLY |B 


Washington, D. C. 

N RECENT WEEKS the Treasury has 
I been calling on its depository banks 

for cash to cover its outlays and 
apparently proposes to continue the 
drafts. The general understanding be- 
tween the Treasury and the Open Mar- 
ket Committee of the Reserve System 
seems to be that the former will soon 
begin to issue weekly bills for cash in 
order to maintain its working balance 
at a high level. 

* * * 


THE RATE on the weekly bill issue fol- 
lowing announcement of the increased 
reserve requirements for Federal Re- 
serve member banks hardened to 0.401 
per cent. The next week it softened to 
0.373 per cent and the next week bids 
varied from 0.34 to 0.386 per cent, an 


| average of 0.362. Since these are 273- 
| day bills, running past the full incidence 
_ of the reserve rise, the rates may have 


more than temporary significance. 
* * * 


MEANWHILE, there has been consid- 
erable irregularity in the Government 
bond market. So far as any tendency 
had developed up to the time of writing, 
it was in the direction of lower prices for 
short term obligations, with longer term 
issues showing some, though not a 
marked, disposition to follow. 

* * * 


THE CHANGE in short term rates was 
in accord with Treasury and Reserve 
expectations. Mid-February rates in 
that category were three times those of 
last October after adjustments following 
the first increase in reserve require- 
ments, although in November, after the 
Reserve authorities had intimated fur- 
ther action, rates went as low as at any 
time in 1936. 

* * * 


THE IMPORTANT QUESTION concerns 
rates on longer term issues. It is doubt- 
ful if the real position will appear clearly 
until after adjustments following the 
full increase in reserves in May. 

* * * 
THE INCREASE in the sale of savings 


discount bonds has reduced the neces- 
sity of borrowing, and revenue from the 


Social Security taxes is coming in. 


* * * 
ONE FACTOR in the Federal fiscal 
situation is the Treasury’s policy of is- 
suing bills to take up funds imported 


| from abroad. Practically, the sale of 
| these gold sterilization bills interferes 


with the routine issues, and continued 


gold imports are worrying Treasury 
officials. ” 
* * * 


NEUTRALITY LEGISLATION will prob- 
ably be shaped with some regard for 
business. The understanding is that in 
principle the new law will prohibit the 
export of arms and ammunition, but 
will allow the President considerable 
discretion as to raw materials. Absolute 
prohibition of exports would run coun. 
ter to reciprocal trade treaties; it would 
undoubtedly prevent an agreement 
with Great Britain. Probably the cash- 
and-carry principle will be made to ap- 
ply to any warring nation. 


* * * 


COMPREHENSIVE FLOOD RELIEF legis- 
lation will probably be postponed until 
well toward the close of Congress. The 
prospect is that the President’s plan for 
national control through eight regional 
agencies dealing with both floods and 
drought will be the basis for such legis- 
lation. In any event there will be a long 
range program involving large expendi- 
tures. Congress has already provided a 
$20,000,000 subsidiary of the Recon- 
struction Finance Corporation as a 
flood relief loan agency. 


* * * 


THE NEW WAGNER HOUSING BILL will 
involve expenditures of about a billion 
dollars over four years. This is $350, 
000,000 over the Senator’s original 
measure, and is necessitated, he says, 
by the destruction of homes by floods 
and other disasters; but it is expected 
that the expenditures for the first year 
will be cut down. 


* * * 


FEDERAL CONTROL OF INVESTMENT 
TRUSTS is no longer in doubt, the only 
question being as to extent and method. 
One feature that is certain to be included 
in the new law will be a degree of public- 
ity for the dealings of investment or- 
ganizations and their relations to their 
sponsors. 

* * * 

PLANS FOR GOVERNMENT REORGAN- 
IZATION are being worked out in com- 
mittee and may not appear on the 
floors of Congress until well into the 
Spring. The general understanding 1s 
that the President’s plan will be used 
as the basis, with considerable regard 
given Senator Byrd’s plans for economy 
mergers of various agencies. 

GEORGE E. ANDERSON 
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BETTER) ~ 
FACILITIES 


| 


for When buying fire insurance, purchasers 
want complete protection at minimum cost. 
facts Before renewing policies, an increasing 
number of buyers are getting full informa- 
tion regarding the companies soliciting 
their business. They do not depend on mere 
surface statements, but go deep into the 
matter and investigate for themselves. This 
is largely responsible for the trend toward 
mutuals. 

IRM welcomes those who like to get to 
the bottom of things. We say that IRM pro- 
vides sound indemnity . . . that IRM makes 
prompt settlements . . . that IRM engineers 
prevent fires . . . that IRM reduces insur- 
ance costs. These are our statements. 

Send for the booklet containing complete 
IRM facts and figures; investigate them 

7 thoroughly; only if you find them convinc- 
c ing, shall we expect to 
4 hear from you further. 


IN PULLING MORTGAGED 
PROPERTIES AND TRUST 
HOLDINGS OUT OF THE RED, 
FIRE INSURANCE COSTS 
OFFER AN IMPORTANT OP- 
PORTUNITY FOR SOUND 
ECONOMY. 


PLUS responsive and respon- 
sible correspondents throughout 
the Southwest make the Fort 
Worth National Bank your logi- 
cal agency for prompt collections. 


“The 
ForT WORTH IMPROVED Risk MuTvALS 
NATI ONAL 75 FULTON STREET, NEW YORK 


A nation-wide organization of old established legal reserve companies 
B writing the following types of insurance: Fire * Sprinkler Leakage ° 
AN K Use and Occupancy * Tornado and Windstorm * Earthquake * Rents 

MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION * Commissions and Profits * Riot and Civil Commotion * Inland Marine 
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GETTING TEN SECONDS 


Nor LONG AGO, the president of a large 
midwestern bank wished to investigate personal- 
ly a certain account. He went to five of his de- 
partment heads to determine which services of 
the bank the customer was using. They told him 


what they knew—suggested his checking nine 


other officials to make sure his information wag 
complete and up-to-date. In short, to answer this 


simple question, the president wasted one hour 


of his time—interrupted the work of 14 depart- 


ment heads. All for data a Central Information 


File would have given him in ten seconds. 


WHAT A CENTRAL INFORMATION FILE CAN 
TELL YOU ABOUT YOUR CUSTOMERS 


An up-to-date Central Information File system saves 
you this type of loss simply by placing all the facts 
before you for decision. It provides the history of each 
customer or depositor, giving his correct name, home 
and business address, home and business telephone 
numbers, occupation, credit rating and notation of a 
credit folder in the credit file. It shows who introduced 
the customer to the bank; to which bank officials he is 
known; names of banks where accounts were formerly 
kept or are kept at the present time; the departments 
with which he is doing business; his savings account 
number; size of his safety deposit box: and the date 


accounts were opened or closed in each department. If 
he is married, the record shows the names of his wife, 
his father and his children. If it is a corporation or 
partnership account, the record shows the names of the 
officers, their titles and the names of principal stock- 
holders. 

Of course this is the first step .. . to get all available 
data regarding a customer under his name in the Central 
Information File. But the second step is equally impor- 
tant. To be of utmost value, this file must be arranged 
so that information can be located or filed in the least 


possible time . . . with the least possible cost. 


USUAL RECORDS SHOW 18% ERROR 


Our service organization reports that they have yet to 
make a Central Information File installation where the 
percentage of error in the bank’s original records has 
been less than eighteen per cent! This means the chances 
are good that one out of every five records in your bank 
is either misfiled or has a mispelling or other mistake in 
it. Put a stop to this source of lost 
business and ill will now. Save the 
hours upon hours of valuable time such 
errors are wasting for your officials and 
clerical help every day. Mail the cou- 
pon for full description of new Kardex 


14 


Central Information File—a new improved Remington 
Rand System that makes it possible for your files to 
produce what you want when you want it, with cer- 
tainty and without lost motion. Or, if you prefer, call the 
Remington Rand office in your city. Complete details 
will be furnished at once and entirely without obligation. 


| 
| 
BANKING re 


sent Sixty Minutes 
WORTH OF INFORMATION 


OUTSTANDING ADVANTAGES 
WITH KARDEX 


For many banks, large and small, Kardex Visible 
methods have solved Central Information file 
worries. Kardex offers six distinct advantages: 


1. Clerical cost is reduced from 30% to 60% over 
other methods. 


2. Cards can’t be misfiled because they can be 
posted without being removed from the file. 

3. The visible margin makes selection of the 
right card fast and accurate. 

4. Two-card pocket provides best method for 
housing two individual records. For example, 
Central Information File with average Loan 
and Balance Record or Credit Record. 


5. Kardex is compact ...saves more space than 
any other method. 


6. Visible signals show depart ts used. 
Remincton Ranp, Inc., Department B-13 


- 465 Washington St., Buffalo, N.Y. 


Please send me complete details of new money- 
saving Kardex Central Information File System. I 
understand this places me under no obligation. 


NAME 
STREET 


STATE 
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To officers 


and directors 
WHO PASS ON LOANS: 


Before granting loans to commercial or industrial organizations, 
you are careful to check the adequacy of their fire insurance. . . 
because you realize that fire can easily wipe out a borrower’s 
physical assets. 


But what about the liquid assets of such borrowers? What 
assurance do you have that these assets may not be seriously im- 


paired or entirely wiped out by the dishonest acts of key officials 
or employees? 


You know the part that Fidelity Bonds play in keeping your own 
institution secure. They play the same part in keeping commercial 
and industrial organizations on a sound footing. 


To insist that your commercial and industrial borrowers carry 
adequate amounts of Fidelity protection is just as logical and 
necessary as to insist that they carry adequate fire insurance. 


The F&D representative in your com- bility i 
munity will be glad to confer with 
you regarding any such problem. 


FIDELITY, SURETY BURGLARY, ROBBERY, 
AND BANKERS BLANKET BONDS ' de FORGERY AND GLASS INSURANCE 


FIDELITY AND DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 


Ita 
lc 
You n 
equip 
buy an 
One 
about 
Condi 
the fac 
J that an 
the tab 
about 
any gi 
But 
trolled: 
operati 
awide 
( 
Yo 
Mc 
flas 
hay 
hor 
] 
dai 
is 
yo 
16 BANKING Mar 


Coat 


clears up the Mystery of 
SUMMER COOLING! 


It allows you to buy ona 
logical, business basis 


You no longer have to buy cooling 
equipment by picking names out of a 
hat. And, of course, you don’t like to 
buy anything that way. 

One of the most important things 
about Frigidaire Controlled-Cost Air 
Conditioning is that it lets you know ad/ 
the facts in simple, everyday language 
that anyone can understand. It lays out on 
the table in front of you the whole story 
about costs and tells you exactly what 
any given installation will do for you. 

But that isn’t all! Frigidaire Con- 
trolled-Cost Air Conditioning also lowers 
perating costs and because it offers such 
awide range of equipment—such flexi- 
bility in size and type—it can meet your 


You know 
GENERAL MOTORS 


You have probably owned a General 
Motors car. You have seen the great 
Diesel- powered, stream-lined trains 
flashing across the countryside. You 
have seen Frigidaire refrigerators in 
homes and stores. 

Like all of these achievements, Frigi- 
daire Controlled-Cost Air Conditioning 
is a product of General Motors. When 
you buy this kind of air conditioning 
equipment, you buy with confidence. 


HAVE YOU TALKED TO DELCO-FRIGIDAIRE 


YES, AND THEIR 


“CONTROLLED-COST” 


STORY SURE GAVE 
ME THE FACTS I 
WANTED TO KNOW. 


requirements exact/y and in this way very 
probably wer your first costs as well. 
In any case the help and advice of 
Delco-Frigidaire is free. And we cor- 
dially invite you to get all the facts about 
Controlled-Cost Air Conditioning today. 
Simply mail the coupon below. 


BANKS 
Attention! 


Hundreds of banks throughout the country 
observed how Air Conditioning earned money 
last summer for stores, restaurants and other 
commercial establishments. Get the facts 
about Frigidaire Controlled-Cost Air Condi- 
tioning. Mail the coupon. . . éoday! 


4 Vays 


DELCO-FRIGIDAIRE 


The Air Conditioning Division of General Motors 


AUTOMATIC COOLING, HEATING AND CONDITIONING OF AIR 


March 1937 


ABOUT AIR CONDITIONING? 


What Controlled-Cost 
Air Conditioning Means 


1. A system that gives you the desired 
atmospheric conditions—you pay only 
for what you want. 

2. Equipment of exactly the right size 
and capacity for you—neither too 
small, which would mean unsatisfactory 
performance; nor too large, which 
would be wasteful and costly. 


3. A method of installation that suits 


your building —whether old or new— 


owned or rented—therefore contro/ling 
the ultimate cost. 


4. More cooling action with /ess cur- 
rent consumption. Hence a control 
over operating costs. 

5. Dependable, proven equipment for 
low maintenance costs. 


6. A presentation of a// the facts in 
everyday language, so that you will 
know and can therefore control the en- 
tire cost. 


MAIL THIS COUPON TODAY! 
Delco-Frigidaire Conditioning Division 
General Motors Sales Corporation 
Dayton, Ohio, Dept. B-3 
want the facts about Controlled -Cost Air 
Conditioning. Please send me the complete 
story by return mail...with no obligation to me. 


Name. 


Address 


City and State 


Air Conditioning 
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App CRANE SOUNDNESS T 


THE PROPERTY 


... and the LOAN is 
SOUNDER, TOO! 


@ Part and parcel of the security of any property 
loan is the worth—the soundness—of the prop- 
erty itself. How durable, how lasting, are the com- 
ponent parts of that property? How great are the 
operating and maintenance costs? These are ques- 
tions upon which good loans are built. 


CranEquippinga property immediately increases 
its soundness as a security. Crane puts enduring 


quality under the surface of its kitchen, bathroom 
and basement conveniences. Crane’s careful engi- 
neering in valves and piping definitely reduces 
operating and maintenance costs. And, in design- 
ing its fixtures, Crane avoids the flashy—the 
ephemeral—building for continued years of pref- 
erence, as well as for continued years of use. 


There are Crane fixtures at every price level, for 
every type of new or remodeled home. In the 
110 Crane Display Rooms throughout the coun- 
try, you can see for yourself why Crane quality 
leads today. 


Crane has the 
world’s largestline 
of valves and fit- 
tings for all types 
of service—every- 
where. CranEquip 
throughout for satis- 
faction. 


“Not a single corner 
to catch dirt,” house- 
wives say when they 
see a Crane Everbrite 
Laundry Tub. 


> 
This CranEquipt bath- 
room, with Crane Cor- 
with Compeer Lava- 
tory and Crane Con- 
cealed Radiation adds 
lasting worth to any 
house. 


The Crane Neuvogue 
bath is outstanding in 
design—and it has the 
Inner value that char- 
acterizes all Crane 
products. 


iCRANE: 


CRANE CoO., GENERAL OFFICES: 836 S. MICHIGAN AVENUE, CHICAGO, ILLINOIS 
Branches and Sales Offices in One Hundred and Sixty Cities 


VALVES, FITTINGS, FABRICATED PIPE, PUMPS, PLUMBING AND HEATING MATERIAL 
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Rivers of Government Credit 


Washington, D. C. 
S of January 1, 1937, Government corporations and 
A lending agencies had total assets of $11,573,677,731, of 
which $3,132,529,143 belonged to institutions entirely 
financed by the Government and $8,441,148,588 to institu- 
tions under Government control, in which the Government 
had more or less proprietary interest. These assets consist of 
preferred stock of various sorts, including that held in banks; 
approximately $1,500,000,000 in securities and other invest- 
ments, many of which are practically loans; various accounts 
receivable and working capital; and loans of $8,021,183,938. 
These have been granted by some 31 agencies ranging from 
the Home Owners’ Loan Corporation and the land banks to 
the Electric Home and Farm Authority, Federal Prisons 
Industries, Inc., etc. 

It is worth while to note who are the customers of these 
Government institutions, from what part of the country 
they come, and in what proportion Government credit has 
been distributed among producing and service agencies. A 
very large proportion of this credit represents refinancing,— 
the taking over by the Government of a vast amount of 
credit, mostly farm and home mortgages, previously held by 
private investors. Some of the loans represent rediscounting 
for private interest as, for example, the credit put out by 
the home loan banks and, to some extent the Intermediate 
Credit banks. Segregated into very general classes the loans 
at the beginning of the year were as follows: 


By Corporations By Corporations 
Financed Wholly Financed Partly 
by Government by Government 
Funds Funds 
$ 383,494,901 $3,154,672,927 
63,100,000 
17,719,627 
388,546,503 


Total 


Agriculture 
Industry... . 
Commerce. 
Finance... . 
Railroads and ship- 
ping... ... 
Homes and housing 
Public works... . 
Miscellaneous 


$3,538,167,828 
63,100,000 
17,719,627 
395,090,946 
515,317,785 515,317,785 
2,910,498,505 
206,789,372 
374,499,875 


206,789,372 
374,499,875 


$1,949,468,063 $8,021,183,938 


No accurate data have been compiled showing the dis- 
tribution of this credit in the several parts of the country, 
but one need not go very far in making an estimate to as- 
certain that nearly if not quite half of it has gone to the 
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central states. Of the original loans to banks, a rough calcula- 
tion shows that approximately 2 per cent went to New Eng- 
land institutions, 15 per cent to the Atlantic Coast states, 32 
per cent to the east north central states, 22 per cent to the 
west north central states, 12 per cent to the south central 
states, 8 per cent to the west south central states and 9 per 
cent to western and mountain states. 

The central states have been most active in repaying these 
loans to banks, however, and the distribution of the $216,- 
125,279 still owed by banks at the beginning of the year is 
doubtful. Loans to other financial institutions seem to have 
been distributed, roughly, in about the same proportion. 
Loans to railways were distributed, roughly, in the propor- 
tion of 42 per cent to eastern railways, 33 per cent to railways 
in the central states, 15 per cent to western roads and 10 per 
cent to those in southern states. 

The most impressive figures are those relating to the dis- 
tribution of loans for agricultures and for the refinancing of 
home mortgages chiefly by the Farm Credit Administration 
and the R.F.C. and the H.O.L.C., respectively. By very 
rough calculation the distribution at the beginning of the 
current year was as follows: 

Agricultural Home Mortgage 
Credit Refinancing Total 
$ 100,000,000 $ 380,000,000 $ 480,000,000 

130,000,000 540,000,000 670,000,000 

240,000,000 240,000,000 480,000,000 

820,000,000 780,000,000  1,600,000,000 

1,060,000,000 300,000,000  1,360,000,000 

470,000,000 210,000,000 680,000,000 

410,000,000 210,000,000 620,000,000 


New England 

North Atlantic. . .. 
South Atlantic... . 
East North Central 
West North Central 
East South Central 
West South Central 
Mountain and Pa- 


320,000,000 560,000,000 


. $3,470,000,000 $2,980,000,000 $6,450,000,000 


The above figures are given with due reserve, but they 
represent a fair picture of the distribution. It should be 
noted, however, that as a practical business matter much of 
the benefit of the above credit goes to other parts of the 
country than those indicated. The refinancing of farm and 
home loan mortgages, for example, may as well serve the 
interests of eastern owners of the mortgages as the western 
farmer or home owners. Nevertheless, on the whole the 
benefits of Government credit have been distributed ap- 
proximately as outlined. 


Totals... . 


GEORGE E. ANDERSON 
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America’s Family Budget 


By MERLE THORPE 


first endure, then pity, then embrace. Something like 

that has happened to us recently in our attitude to- 
ward debt. Time was, within the memory of the youngest 
reader of BANKING, when debt was considered an unde- 
sirable thing. To live beyond income was to confess an un- 
moral if not Godless attitude toward life, a life which we 
were taught was real, was earnest. 

O tempora! O mores! How both have changed! 

As I write, the mornitz paper quotes the head of one of the 
Federal bureaus to the effect that 400,000 families have been 
started up the ladder of success by Government loans of 
$400 to $600 each. Was there editorial viewing with alarm? 
Not a viewing. Did any reader write his Congressman? Not 
a writing. It is safe to say not a questioning eyebrow across 
this broad land was raised. Such items appear daily. We have 
come to embrace a new and strange philosophy of success, a 
credo we should have indignantly repudiated a generation 
ago. 
If such is our attitude toward individual debt, how in- 
creasingly difficult it is to get a hearing on the national debt 
or the balancing of the Federal budget. Bankers talk with 
many citizens during the day; I suppose they find them, as 
I do, less and less interested in discussing income and outgo 
of the Federal or even state and local government. Never the 
twain shall meet? Well, what of it? is the general attitude. 

So, when the editor of BANKING asked me to discuss the 
Federal budget and to suggest ways by which it could be 
balanced, I wondered if the readers of BANKING, like some 
other magazine readers I know, really care how or when, if 
ever. We give lip-service to the necessity of such a course, 
but do we actually feel it as strongly as we used to feel about 
our individual financial condition? Are we ready as citizens 
to insist on a balanced budget at the expense of having pres- 
ent contributions to our town, city and state curtailed or cut 
off? I doubt it. Why am I skeptical? This is why: Citizens 
from your communities come to Washington for the purpose 
of getting Government funds for projects in your home 
town. Some come in to visit me. Out of at least a hundred I 
can recall not a single visitor who brought up in his discus- 
sion the question as to where the money was coming from 
and how and when it would be repaid—if ever. 


I tons cde POPE, speaking of vice, said of it that we 


IT’S HARD TO BE ECONOMICAL 


I HAVE lived and worked in Washington for more than 20 
years. One thing I think I have learned, namely, that the 
Federal Government is only a collection of families and is 
moved literally in its impulses and reactions as the in- 
dividual family. Bankers know by observation, if not by 
experience, how almost impossible it is for a family or a busi- 
ness, once treading the primrose path, to halt, about face, 
and take the hard and narrow incline to solvency through 
frugality. It is done so seldom that such an instance is cause 
for widespread comment and commendation. It takes char- 
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acter of the sterner stuff, stoical resolution, the courage 
which commands the supreme sacrifice, and—many are 
called, but few are chosen. 

If it is difficult for the family or individual business to 
retrench, how much more so the national family! In the first 
place, credit stringency forces the individual to retrench,— 
the grocer, the landlord, the wholesaler are ready with both 
moral and physical support. The banker looks over the op- 
erating sheet and shakes his head. The bankers, as you 
know, are not in position to shake their heads at Congress. 

In the second place—and this is important—in the na- 
tional family one member does not see the sacrifice others 
must make if deficits are allowed to continue. Picture the 
American family around the table. Father announces that 
they are spending more than is being earned. Immediately, 
mother and daughter and son, and even father, exclaim that 
they cannot see how they can cut down any more. One day 
father announces that a crisis approaches, the landlord 
threatens eviction, the grocer demands cash. One of two 
things must occur, he says. Either he and the members of 
the family must bring in more earnings, or cut expenses. 
But where cut? they protest. 


EASY COME, EASY GO 


THEN sometimes. comes the Great Understanding. Sister 
realizes that if she insists upon her accustomed way of living, 
brother and father will have to deny themselves. Ditto 
mother realizes. And son. And father. 

In other words, members of a family know that every 
dollar expended means a dollar must be earned by hard 
work, or a dollar not expended in some other direction or by 
someone else. A family knows that it cannot mint a single 
thin dime, that a dime represents sweat of mind and muscle. 
But this Great Understanding never comes to political 
agencies. While much talk there is at times of economy, es- 
pecially around election time, I doubt if any legislator as he 
votes one million and one billion for this or that ever senses 
the real picture of who pays. The real picture is the in- 
dividual working at the plough, or at the lathe, who must 
work harder and longer to help dig up that million or billion. 
It can come from no other source. None. Never in the past, 
nor ever in the present, never in the future. Someone’s in- 
dustry must pay the bills. Someone must deny himself. 
There is no other way. Few understand the incidences of 
taxation, but BANKING-readers know that no matter who 
collects the tax—tax-gatherer, manufacturer, retailer—the 
man with the hoe is the one who ultimately pays. 

Another thing. As we picture the farmer at the plough and 
the laborer at his bench, the whole product of that day's 
work does not go to pay the public expense. Such expense 
must come from the difference between his wage and his 
living costs. So the million dollars does not represent the 
work of 200,000 men at $5 a day; but from the net earnings 
of, say, one million men working at $5 a day. 
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“To dredge Cow Creek in my district I move to appropriate the 
net earnings of 100,000 men working one week each on the farm, at 
the factory bench, and in the mine.” 


If appropriation bills were required to be introduced in 
some such fashion, there would be more popular and intelli- 
gent debate concerning the objects of expenditure. 


“An act to provide for an increase of pay to all government 


employees: 
“There is hereby appropriated the labor of all the 30,000,000 wage- 
earners for one week each year.” 


Perhaps if the generosity of Congress were presented in 
this way, there would be more interest on the part of the 
wage-earning population than there is at present. 

Perhaps—but the wish may be father to the thought— 
this interest and discussion would lead to an appreciation of 
the fact that two days of every week of all of our labor repre- 
sent the expense of our governmental establishment— 
state, Federal and local. We are paying only half of this now 
and are leaving the other half for future generations to 
sweat over. 

WE HAVE TO WANT THE BUDGET BALANCED 
ALL this prelude is necessary to a discussion of the question, 
“How can the Federal budget be balanced?” First, there 
must be a popular demand, born of a fear of debt and in- 
solvency, a demand that will be heard in Congress, a de- 
mand that will include no largesse for the hometown until 
ends are made to meet. 

Our Congressional fathers in Washington are now sitting 
around the family table considering the larger family budget. 
Requests from the children pour in, strangely reminiscent of 
requests the Congressman hears at his home, eloquent pleas 
for a new car, new party dresses, a new rug, and, as at home, 
our Congressional fathers must say “No” if the family life 
of the nation is to be kept solvent. They likewise hear argu- 
ments that the spending of this or that will promote the 
general welfare . . . that it will help us “lick the de- 
pression’. 

The fathers in Washington must have the support of the 
individual fathers back home if they are to say “No”. It 
will not do for us to pass resolutions for Government econ- 
omy and then sign petitions or write letters demanding that 
expenditures for our special interests be maintained at any 
cost. That is what is going on. It is a monumental piece of 
irony. We expect Congress to bring down the tremendous 
expenses of government and at the same time we bring 
pressure upon our budget makers “to take care” of our 
respective community and hobby. 


PERHAPS DRASTIC LAWS ARE NEEDED 


CAN the Federal budget be balanced? Can the nation live 
within its means? It can. Would a balancing of the budget 
and a living within our means be in the interest of the public 
welfare? It is my judgment that on every count it would. 
The expenses of the national government fall into two 
categories,—the extraordinary expenses and the regular. 
It is the first category that has been the greatest obstacle to 
balancing the budget during recent years. In the name of 
recovery and relief, great amounts have been appropriated 
and spent. The big item on the recovery and relief schedule 
is that for the W.P.A., which, according to the estimates for 
1937, will equal nearly two-thirds of the total expenditures 


included in this schedule, and in 1938 will exceed three- 
fourths. 
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Because of the human factors involved, expenditures for 
the W.P.A. are difficult to handle and offer stubborn resis- 
tance to any reduction. One method by which these expendi- 
tures could be reduced, and without encountering too much 
opposition in certain quarters, would be to have the W.P.A. 
announce that no new names will be added to the rolls. At 
the same time, it should state that anyone now on the rolls 
could withdraw temporarily and then be reinstated without 
difficulty, should necessity arise. A program of this nature 
would provide a gradual attrition of the number receiving 
unemployment relief, which, in turn, could logically be 
expected to lead to a corresponding decrease in expenditures. 
It would likewise be the first step which must be taken ulti- 
mately before any progress will occur in this quarter, namely, 
of getting relief problems back under the vigilance of local 
communities and, as in the past, forcing fringe cases to 
exert greater effort to take care of themselves. 

The next thing to do to bring about a balanced budget 
would be to invoke such drastic legislation as was passed by 
Congress in 1870, 1905 and again in 1906, which forbids a 
Government department or establishment spending in excess 
of appropriations in any fiscal year, or involving the Govern- 
ment in any contract or other obligation in excess of appro- 
priations unless such contract or obligation were authorized 
by law. 


SPENDERS’ PUBLIC RELATIONS 


THE law provides penalties of fines and imprisonment, but, 
because Congress is not definite as to how the appropriation 
shall be expended, there has come about the necessity for 
greater and greater deficiency appropriations. 

There is another statute, passed in 1913, which might be 
invoked, namely, 


“No money appropriated by any act shall be used for the compen- 
sation of any publicity expert unless specifically appropriated for 
that purpose.” 


It is the belief of old-timers in newspaper service in Wash- 
ington that there are at least 1,000 persons employed to- 
day by the Federal Government in the capacity of press 
agenting. 

Government activities should stand on their own, it seems 
to me, and without the need of artificial stimulation. The 
saving of the salaries of these employees is not a drop in the 
bucket, but the diminution to this extent of the press-agent 
pressure upon the Congress to appropriate more and more, 
to say nothing of the pressure against appropriating less and 
less, would amount to millions of dollars. 

There is no question but that substantial reductions could 
be made in many instances without interfering with the 
performance of those functions which are essential and 
proper for the Federal Government. 

“Essential and proper’’. If such a regulation or policy 
were invoked, four-fifths of the 250 activities in the Federal 
Government, now in direct competition with its citizens, 
would be eliminated. This would help in balancing the 
budget in two ways: First, because all these services, as 
is well known, can be carried out more efficiently and 
economically by the citizens themselves, and, secondly, it 
will give a larger tax return if the citizens themselves are 
allowed to perform these services now preempted by the 
Federal Government. 

It is the opinion of business statesmen that the budget 
should be balanced and taxes reduced, if we are ever to 
regain our industrial stride. 
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6th National Interest Survey 


By FRANK W. SIMMONDS 


The Bank Management Commission’s deposit 
interest rate study, which Mr. Simmonds dis- 
cusses here, is the sixth of its kind. It covers rates 
paid by banks throughout the country on savings 
and time deposits, six-month certificates of de- 
posit, and Christmas clubs. The study in full, 
including statistical tables, is being made avail- 
able to the entire membership of the Association. 


deposits during 1936, revealed through a survey made 

by the Bank Management Commission, American 
Bankers Association, indicates that banks, adhering to 
sound management principles, have found it advisable to 
reduce interest in proportion to the decline in income from 
investments. The survey showed that the reduction last 
year occurred chiefly in banks where rates were still above 2 
per cent, an average established in 1935. 

The drop in rates from 1933 to 1936 has been due in part, 
of course, to provisions of the Federal Reserve law. That a 
number of clearinghouses have taken no individual action in 
governing the maximum rates paid by their members on 
deposits, but have rather depended entirely on System rul- 
ings to prescribe maximum rates, was indicated by the 
survey. It further appears that most of the banks now pay- 
ing as high as 2% per cent are in this category. 

In making the study questionnaires were sent to 586 
clearinghouses having a membership of about 6,050 banks. 
Responses were received from 454 associations. Of this 
number, 324 clearinghouses reported that maximum interest 
rates paid on deposits were governed by clearinghouse rule, 
while 113 had no regulation and 17 did not answer the 
question covering this point. 

From December 1, 1935, to December 1, 1936, no changes 
in interest rates were made by banks in 299 clearinghouses, 
approximately 66 per cent, while in 152, or about 34 per 
cent, rates were reduced. One made an increase. 

Since a majority of clearinghouses reported no change in 
interest rates paid on deposits in 1936, the conclusion that 
the downward movement of rates had been checked might 
be drawn. However, attention is called to the fact that in 
most clearinghouses showing no changes this year, interest 
rates had previously been reduced and had reached the low 
level, or prevailing rate of 2 per cent, during the preceding 
year. In addition to the decreases in the 152 clearinghouses, 
six stated that their member banks would make reductions 
in interest rates, effective January 1, 1937. 

The states in which the decline was chiefly reflected during 
1936 were Alabama, California, Connecticut, Indiana, 
Louisiana, Maine, Massachusetts, Michigan, New Jersey, 
Oklahoma, Pennsylvania, South Carolina, Texas, Washing- 
ton and Wisconsin, based on the number of clearinghouses 
reporting in each state. 


\ FURTHER decline in interest rates paid by banks on 


22 


The greatest uniformity in rates was the 2 per cent paid 
on savings deposits in banks governed by clearinghouse rule: 
of the 323 associations which reported regulation of rates, 
198, or 61 per cent, paid 2 per cent. Of the 128 associations 
reporting no rate regulation, 53, or 41 per cent, paid the 
same amount. 

The rate scale is higher in clearinghouse banks not gov. 
erned by group rule. More than 2 per cent was paid in 17 
per cent of the associations regulating rates on savings de- 
posits, while 35 per cent of the non-regulating clearinghouses 
paid more than 2 per cent. 

Interest rates paid on open account time deposits and six 
months certificates of deposit were alike in a majority of the 
clearinghouses. The prevailing rate on both these classes of 
deposits was also 2 per cent, but there was a wider spread 
on these accounts than on other types. 

Christmas club deposits received no interest in banks in 
46 per cent of the responding clearinghouses; in 24 per cent 
member banks did not carry this class of deposit. Where 
interest was paid, the prevailing rate was 2 per cent. 

THE TWO PER CENT LEVEL 
COMPARATIVE figures of rates on savings deposits from 
1933 to 1936 show that during 1933 and 1934 the prevailing 
rate (that paid by the greatest number of clearinghouses) 
was 3 per cent. In 1935 and 1936 it dropped to 2 per cent, 
and that figure prevailed in a greater number of associations 
in 1936 than in 1935. 

A comparison of 1935 and 1936 reveals that during the 
latter year approximately 83 per cent of the reporting clear- 
inghouses which regulate rates paid 2 per cent or less on 
savings deposits, while in 1935 only 65 per cent did so. 

The prevailing rate on open account time deposits is 
shown to be 3 per cent in 1933 and 1934, and 2 per cent in 
1935 and 1936; there was little change from 1935 to 1936. 
One interesting fact is that from 1933 to 1936 more and more 
clearinghouses have reported that they do not carry time 
deposits. In 1936 59 groups had none, compared with 31 
in 1935, 11 in 1934 and one in 1933. 

On six months certificates of deposit the prevailing rate 
last year was 2 per cent, unchanged from 1935, although 75 
per cent of the reporting clearinghouses paid 2 per cent in 
1936 as compared with 64 per cent in 1935. In 1934 the pre- 
vailing rate was 3 per cent; however in that year as many 
clearinghouses which are governed by rule paid 2 per cent 
as 3. In 1933 the prevalent figure was definitely 3 per cent. 

During 1936, nearly 23 per cent of the reporting associa- 
tions paid 1 per cent or under on six months certificates, as 
compared with 16 per cent in 1935, 7 per cent in 1934 and 3 
per cent in 1933. : 

On Christmas club deposits the prevailing interest rate In 
1933-34 was 3 per cent, although in 1934 almost as many 
associations paid 2% per cent or less as reported 3 per cent. 
In 1935 and 1936 the practice of paying no interest on these 
accounts prevailed; 204 paid none last year compared with 
126 in 1935. 


BANKING 


F ( 
|: 
t 

the 
likely 
prob 

the 
moni 

ners 
Ban! 
thou 
visit 
how 
diffe 
of 
W 
put 

the 
ver} 

mu 
erro 
gua. 
a kx 
of p 
and 
sho 
bac 
sho 
mo 
rac 
See! 
this 

reg 
enj 
con 
NC 

sel 

ha 
bea 

So 
lov 
cus 
me 
pos 
for 
an 
sta 
sys 
hi 
the 
op 

= 


System But Not ‘Too Much 


By FRANCIS A. ZARA 


of Egypt, India, Rome and the wealthy monasteries of 

the medieval period—and picture the development of 
the methods of recording deposits and loans, one would most 
likely be impressed by the similarity of the approach to these 
problems as compared to modern times. Can’t you imagine 
the visiting monks from foreign climes travelling from one 
monastery to another to inquire into the methods and man- 
ners of rival orders and learn of their operating procedures? 
Banking was simple then. It is exceedingly complex now al- 
though fundamentally it has changed very little. Today the 
visiting brothers continue to make their rounds to find out 
how their other brothers record their transactions. The main 
differences perhaps are only those of dress, allegiance and, 
of course not the least important, compensation. 

What they sought and what we all seek is a simple way to 
put on and take off our shoes—so to speak. In other words, 
the best methods of transacting our business. Some having 
very ornate and elaborately fashioned boots, the ritual that 
must be followed is necessarily more involved. Then too, the 
error of placing the wrong boot on the wrong foot must be 
guarded against, not to mention the greater danger of losing 
a boot. Developing procedures is to me, just that—a means 
of performing a common, every-day feat in the most simple 
and direct manner, and nothing more. Why these procedures 
should be complicated and of no appeal unless they are 
back-bending, is beyond my comprehension. Why they 
should meet every possible contingency, no matter how re- 
mote, and protect against every delinquency in the human 
race, is also unknown to me. And yet in some quarters that 
seems to be an inherent part of the specifications. Perhaps 
this tendency is traceable to our law-makers and writers of 
regulations who keep us so busy, and who seem to get such 
enjoyment out of adding to the checks and balances and 
complications of modern banking. 


I’ one could visualize the banking systems of antiquity— 


SIMPLICITY, ECONOMY, SAFETY 


NOW, it seems to me that many of us at times work our- 
selves up to what almost amounts to a passion for what we 
have spoken of here as a “system”. In truth a thing of 
beauty and understanding—even though only to its creator. 
Something that answers every question and prayer. It is a 
lovely picture, but unfortunately very often it isn’t what our 
customers require, or what our shareholders demand. I am 
mentioning the shareholder as, after all, it is he who makes it 
possible for us to come and go-every day, and we should not 
forget him. What he wants is something that is as simple 
and as economical and as safe as it can be made. Mere in- 
stallations of handsome office machinery and self-basting 
systems, in themselves, can raise very little enthusiasm from 
him; for in addition to not always meeting the true needs of 
the bank’s customers, they too frequently cost too much to 
operate. 

Another observation is that “systems” are not something 
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impersonal or wholly apart from ourselves. How often has it 
been observed that under identical systems marked differ- 
ences in results exist? It is because of this factor of person- 
nel. And this brings me to my first point—namely, the part 
that the type and quality of the staff plays in every operat- 
ing problem and in the development of a system to meet it. 
It is conceivable that if the staff is not well trained or 
proficient, the checks and balances and safeguards must be 
given greater weight and consideration. If supervision is lax 
and the level of performance low, the audit controls and 
checks must necessarily be more numerous and stronger. 
That seems clear. There is a very important relationship, 
therefore, between systems on the one hand and the charac- 
ter of the staff which we are to depend upon to carry them 
through on the other hand; and these differences must be 
carefully analyzed and understood before we can hope to 
make an intelligent start in their development. We must 
know “what” we want to accomplish before we can plan 
“how”. This preliminary analysis is also important. 


GINGERBREAD DOESN’T HELP 


FIRST, last and always, we should aim to incorporate the 
most simple and most direct method of accomplishing the 
desired end. And here is the most difficult part of the task, 
because, as I have said before, so many who seem to have a 
hand in this work appear to have an insatiable longing for 
trappings and wrappings, with the result that unless the 
finished product is rich in its convolutions and intricate in its 
design, it simply cannot be dignified by any such term as 
“system’’. It is the quality of mind, as it always is with any 
job, that is put to work on these problems that produces 
either a good result or a bad one. Those who are steeped in 
tradition and precedent, who lack imagination and who 
are unable to differentiate between the essential and the 
non-essential, will fail woefully in this field. Moreover, they 
should not be permitted to enforce their ideas on a business 
world too long suffering from what has been correctly diag- 
nosed as a “profound prolixity”’. 

As a matter of fact, there is scarcely any bank operation 
today which is not susceptible of improvement, and by im- 
provement I mean simplification. The most effective pro- 
cedures anywhere are the most simple, and it seems strange 
to find at times that simple methods are looked upon with 
what almost amounts to a feeling of suspicion. Perhaps the 
complexity of modern times has had its effect. And yet, 
getting away from our jobs for a moment and peering irto 
the builder’s tool chest, we discover a simple ball of lead and 
a length of string. For many ages and up to the present day, 
no invention or scientific discovery has replaced this device 
of the ancients—the plumb. Simple in concept? Yes, but 
most effective. Its use today is proof that many devices and 
methods which have been tried and utilized in the past, still 
maintain their usefulness and value. Actually, there is very 
little that is new. 
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UCCESS in banking begins at twenty—or before. 

S “That’s crazy!” you protest. “Why, many success- 
ful bankers never had a job until past 20. And hundreds 
of others were messenger boys and routine clerks for years 
after twenty. You’re lucky if you’re under way by thirty! 
What’s more, I could name a few outstanding bankers 
who never held bank jobs in their lives before forty. Some 
were teachers. Some were lawyers. Exceptions, maybe. 
But every banker knows that it takes years of long hours and 
hard work before you even begin to make a name for your- 
self and get somewhere.” 

True enough, good reader, if you assume that practical 
banking experience begins in a bank. Fact is, though, that 
almost every banker except the highly specialized expert 
begins the most important part of his future profession in his 
*teens. Whether he knows it or not, he is developing a sound 
character and practising the art of getting along with people. 

Banking is a unique profession. 

Unlike law or engineering or medicine, you need no college 
degree to advance to the top. Nor must you have the spe- 
cialized training that other professions require. You pass 
no state examinations. You register with no professional 
associations. But you must have the most important person- 
ality traits of the socially adaptable human being. 

What are these traits? 

One of our largest banks lists 13 characteristics of the 
superior employee. This bank has 6,500 workers, all told. 
Sixteen thousand men and women applied for its jobs in 
1935. Of these, the personnel manager found 80 per cent 
unemployable. 


13 TRAITS BANKERS CAN USE 


OF the 13 most desirable characteristcs, four traits reveal 
skill in dealing with people: great tact, courtesy, a pleasing 
personality, and the habit of giving excellent cooperation. 
Another four traits show an excellent attitude toward one’s 
self and one’s work: enthusiasm in work, confidence, re- 
liability, thoroughness. Four other characteristics describe 
good workmanship: exceptional speed, exceptional accuracy, 
exceptional aptitude, and marked executive ability. And 
the single trait of unusual initiative may come natural to 
certain workers while it develops gradually in others. 

Now, of these 13 desirable qualities of the potentially 
successful banker, every trait but one may be developed and 
practised in high school and college. Exceptional aptitude 
for a specific bank job is demonstrated only on the job, 
of course. 

This fact helps to explain the comment repeated to me 
again and again by personnel managers and bank executives 
when questioned about opportunities for young people: 
“Tt all depends on the individual,” they say with almost 
monotonous regularity. For a while this puzzled me. I 
sought more fundamental principles. I wondered, for ex- 
ample, who has the better chance—the high school or the 
college graduate. Bankers disagreed. Many preferred college 
boys. Others insisted that high school graduates are more 
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But Success Begins Before Forty 


desirable. Again, I inquired about training needed. And once 
more I could find no unanimity of rule or opinion, Some 
bankers insisted that training on the job is far more usefy| 
than academic work. Others found advanced training in 
accounting, commercial law and technical courses in grad- 
uate schools of business administration of the greatest 
possible value. “In the last analysis, though, it all depends 
on the individual.” Repeatedly they stressed this point. 
And now I see why. For the successful banker is first and 
foremost a successful personality—in the sense that he is 
skilled in the function of making easy, efficient adjustments 
to a society which depends on him, and him above all, for 
its economic survival. 


2 KINDS OF PROMISING JOBS 


LET’S get into the clear at once about the broader oppor- 
tunities offering definite possibilities for “success”. 

The backbone of banking is, of course, monotonous, 
routine clerical work, highly repetitive in nature. A large 
metropolitan bank recently classified every one of its jobs. 
These thousands of jobs were broken down into job cate- 
gories, indicating specific skills and tasks required for all 
the bank’s work. The first rough findings indicate that, of a 
total of about 225 job categories, male and female, only 35 
show definite opportunities for measuring the growth of the 
individual and for training him to hold more responsible 
positions. This means, of course, that 35 types of work offer 
the young banker opportunities to learn new skills and 
acquire new information which help him to advance. It 
does not mean that there are only 35 jobs that help the em- 
ployee to progress. All depends on the volume of business 
and size of organization. 

Now, we are interested here only in those positions in 
which the worker may make progress, work toward a higher 
salary, and take on more important responsibility. 

These promising jobs break down into two broad classes, 
one relatively small but apparently growing, the other very 
large and the life-blood of banking. 

The first type of work calls for desk specialists: experts in 
security and investment analysis, income tax and social 
security problems (a growing field), the statistical problems 
of credit and foreign exchange, the analytical work of the 
loan and trust departments. 

The second type of work is contact work. It calls for sales 
manship of the highest order. Here are the openings re 
quiring above all that elusive quality of the “excellent per- 
sonality”. Here, too, the most successful bankers combine 
wide technical knowledge with extraordinary social apti- 
tude. It’s true, of course, that many outstanding bankers 0 
contact work today have little technical knowledge of the 
bank’s most complex problems. But as younger men ad- 
vance to the high posts now held by these rather narrowly 
trained officers, the trend of the times favors the technically 
trained man of the highest type of personality. When com- 
petition for jobs grows steadily more acute while business 
becomes more complex every day, it’s the man with social 
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By WALTER B. PITKIN 


kill plus technical ability and training who wins out. He 
advances further and faster than the fellow who can deal 
only with people, or the man who can deal only with facts 
or with things. 

Economic and social trends tend to make the distinction 
between the desk specialist and the contact man less sharp 
than before. Versatility is vital to the man and the organiza- 
tion who would adjust with skill to the lightning changes 
that accompany these years of upheaval that characterize 
our age. 

Now what has all this to do with success beginning at 
twenty or before? 


FUTURE BANKERS IN KNEE PANTS 


IT means that the potentially successful banker begins the 
mastery of technical and social versatility while he is still in 
his "teens. It means further that the youth who would advance 
to success must have real experience in dealing with real life 
situations long before he reaches his twentieth birthday. 

And now we have a clue to the factors that make em- 
ployment managers confident that certain types of appli- 
cants will make good, while certain others must settle into 
run-of-the-mill work. 

What types of youngsters, then, will make the grade? 
What of their training? What personality traits must they 
have? How must they be prepared, personally and aca- 
demically, to make the most of their banking opportunities? 

Take training first. 

Largely, I believe, because of his social advantages and 
mannerly experience with superior people, the college man 
tends to have certain advantages over his high school 
brother. He is groomed, in most of our larger banks, for 
contact work. He must be able to learn quickly how to 
represent his bank when he is far away from its walls. Here 
is a large bank, for instance, having 40 young college men 
who are at their desks only half the time. The other half 
they spend making contacts with correspondent banks, 
out-of-town corporations, depositors, and leaders in out-of- 
town industries in which the bank is interested. 

Now, what kinds of young men can handle such important 
and exacting work? 

Banks put it differently. 

Says one officer: “We like men who have provedthat 
they can manage people and can get out and do things on 
their own. Take the boy who works on his college paper, or 
manages the football team, or is a class officer. He’s socially 
efficient. His record proves it. He’s used to trying to satisfy 
dozens of other people—classmates, visiting teams, trustees, 
college officials. . . . He has to please them all as often and 
as much as he can. Otherwise he loses out. That’s the kind 
of fellow we want.” 

Another officer puts it thus: “T’ll take men from a few 
colleges, sight unseen. Why? Because they’re expected to 
undertake outside activities in college, and, what’s more, 
to do some real work in vacations and at odd times. There’s 
one outstanding college, for example, whose student records 
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include plenty of space to record the outside activities of 
every student during his college term, and another space for 
paid work done during each Summer vacation. I’ll take young 
men recommended by this college because I know they have 
had real experience with real people in real life. They know 
their way around. They’re trained to be responsible. They 
aren’t lost when we send them around to meet strangers 
and get business.” 

Their success has begun long before twenty! 

But personnel managers stress another point that every 
young banker ought to paste in his hat. The potentially 
successful banker adapts himself uncomplainingly to as many 
as four or five years of routine work, much of it dull drudgery. 

Why so? 

Because banks understand the importance of versatile 
training in many departments. And while by no means all 
youngsters are put through this routine mill of learning the 
business from the ground up and all over the place, many 
bankers tell me explicitly that it is their policy to train 
young men from the bottom up, thus insuring a broad 
knowledge of the bank’s various departments. 

Now what kind of young man adapts himself best to 
this necessary routine training? 

Here the high school boy often, but not always, has the 
advantage. Why? Because he feels less important than the 
college man. He expects less of the world—although heaven 
knows even the high school youth of today leaves school, 
as a rule, with the conviction that the world—and notably 
Uncle Sam and Big Business—owes him a living. Neverthe- 
less, he lacks the college man’s inflated ego. Says one banker, 
“He doesn’t expect us to furnish a desk where he can park 
his feet, a door embossed with his name, and a vice-presi- 
dent’s post in a month or two. Trouble with the colleges and 
the graduate business schools is this: they’re training vice- 
presidents. But we’re hiring clerks.” 


IT DEPENDS ON THE INDIVIDUAL 


SO even though the college youth is exposed to a certain 
training in the use of his mind, the high school boy’s value 
lies in his open-mindedness. He is better satisfied with mod- 
est success. And, if he has the stuff, he learns the technical 
information often given in college as he goes along on the 
job. He studies outside. Meanwhile the bank trains him to 
follow its own business procedure. 

Pity the poor personnel manager! He’s plagued with young 
hopefuls whose eyes fill with salty tears as they wail that 
they haven’t had a promotion yet—and look! They’ve been 
working now four or five months! 

All this does mot mean that advanced training in fields 
important to banking is not desirable. Trouble is, though, 
that the youth who masters technical knowledge in a tony 
college picks up at the same time a false sense of his own 
importance, a false picture of a world which owes him not 
only a living, but “interesting work”’, a high salary, and a 
promising career to boot. 

This is no place to discuss the failure of our advanced 
educational institutions. Nevertheless, whether in spite of or 
because of their education, each June finds thousands of able 
young citizens whose banking success is begun. 

Look for the youth with an engaging personality; and 
disciplined work habits; and real-life experience in the work- 
aday world; and an open mind; and the conviction that 
nobody owes him anything. Seek, in short, the successful 
personality who never stops learning. He’s rare, this youth! 
But he’s on his way to achievement. 
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Better Days for Commercial Paper 


By ROY A. FOULKE 


N January one of the larger cigarette manufacturing 

| corporations came into the commercial paper open mar- 

ket and borrowed $15,000,000. That was the first time in 

17 long years that this concern had entered the commercial 
paper market for short term funds. 

From a high of $1,296,000,000 in January 1920 outstand- 
ing open market commercial paper dropped, like a sailor in a 
ring, to a low of $60,000,000 in May 1933. That period cov- 
ered a mixture of happy and tragic years with the excessive 
commodity speculation of the early Twenties, the now-for- 
gotten building boom, tremendous stock speculation, a few 
years of easy life, and then the rude awakening, the slow 
recovery since 1932 and the more rapid recovery in the last 
nine months. 


A 4-YEAR UPWARD MOVEMENT 


SINCE May 1933 there has been a fluctuating upward trend 
in the amount of outstanding commercial paper, with a 
maximum in 1936 of $215,000,000 on December 31. This is 
the highest December since 1930 and the only December 
with one exception (1929) in which outstanding commercial 
paper expanded. 

This upward trend was brought about by the need of im- 
portant commercial and industrial business enterprises for 
short term money as (1) business conditions gradually im- 
proved from the low of 1932 and that improvement was 
translated into larger sales and consequently larger receiva- 
bles, and (2) as the rising prices of this same period and par- 
ticularly of the past few months meant larger inventories, 
which made it necessary to borrow funds to carry merchan- 
dise at higher prices through the peak of a season. 

This latter condition was typified by the cigarette manu- 
facturer already mentioned. In 1933 the average farm price 
of burley tobacco was 10.6 cents per pound compared with 
sales during last December of 40 cents per pound, setting a 
20-year high. Cigarette manufacturing companies spent 
more money for burley tobacco during the market which 
closed in February than for many years, and the open market 
furnished part of the necessary funds. 

The same situation confronts manufacturers, wholesalers 
and large retailers in a great many lines of business endeavor. 
Copper today is selling at the highest point in over six years; 
in January cocoa was the highest in almost nine years (candy 
prices are going up as well as cigarette prices), and wheat is 
the highest in over six years. 


BARGAIN RATES ARE HERE 


SO we find that the volume of outstanding commercial 
paper during the past few years represents one more barom- 
eter of improving commercial and industrial life, fluctuating 
with a downward trend when sales fall off, factories close 
down, commodity prices shrink; and with an upward trend 
as sales pick up, forward commitments for merchandise ex- 
pand and prices strengthen. 
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Under these changing conditions short term funds are 
needed by more and more business enterprises, and a por. 
tion of those funds is furnished easily, naturally, normally 
at the lowest interest rate prevailing in any part of the 
country on open market commercial paper. 

In the early part of 1932, six-month commercial paper 
was yielding banks 334 per cent and the rate was consid. 
ered low. Since February 1935, over two years ago, the 
yield has remained stationary at 3% of 1 per cent per annum 
and the demand for paper has never been greater. 


THERE ARE SCARCELY ANY INVENTORIES 


FOR many months blocks of paper as received by the com. 
mercial paper houses have been allotted to paper buying 
banks, whereas years ago important commercial paper 
houses had running inventories of a million dollars or more 
and offering circulars with 10 to 20 names on them. Now 
there are virtually no inventories and no offering circulars. 
The tremendous excess bank reserves have created a typical 
sellers’ market. 

During these past four years the record of commercial 
paper for nominal losses has never been higher. There is the 
old story of Johnny, who was asked by his teacher how much 
four and four was. Johnny replied, “ Eight”’. “ Pretty good, 
Johnny,” said the teacher. “‘ Pretty good! It’s perfect!” was 
Johnny’s retort. The record of the commercial paper market 
during these past four years has not only been pretty good; 
it has been perfect. No corporations selling their notes in the 
open market became financially embarrassed in the years 
ending June 30, 1936, 1935, or 1934. For the year ending 
June 30, 1933, seven such corporations failed to meet $1,327, 
500 open market paper at maturity, and for the year ending 
June 30, 1932, there were two such concerns with outstand- 
ing paper of $550,000. These notes, however, were eventually 
taken up and not one cent of loss was assumed upon them by 
paper-buying banks. 


FINALLY, A COMPARISON 


IN contrast to this perfect record of open market paper, 
the losses assumed by national banks, less recoveries, 00 
their own aggregate loans and discounts for the five-year pe- 
riod ending June 30, 1936, have averaged approximately 2%; 
per cent. Here is that record: 


NATIONAL BANK LOSSES ON THEIR OWN DIRECT 
LOANS AND DISCOUNTS 


Number of Amount of Charge-offs Per Cent to 

National Loans and on Loans and 
Banks Discounts Losses * Discounts 
5,374 $7,759,149,000 90,829,000 _ 0118 
5,431 7,368,717,000 155,896,000 _.0212 
5,422 7,697,743,000 352,990,000 
4,902 8,116,972,000 214,291,000 
6,150  10,286,377,000 242,725,000 

Five-Year Average 


June 30 
1936 
1935 
1934 
1933 
1932 


“0264 


* Net after giving effect to recoveries during the year. 
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The What You May Call It 


By E. S. WOOLLEY 


the meaning of words that the speaker or writer in- 

tends them to convey. Frequently this basic principle 
of language is overlooked by those grammarians who insist 
upon grammatical purity above all else. They worship 
words and seemingly fail to realize that words are merely 
tools of thoughts. 

If slang, or even the splitting of infinitives, is necessary to 
convey a thought to a particular hearer, then slang or the 
plitting of infinitives is the best possible language in that 
particular case. 

Certainly, within any line of business or industry each 
word in the professional language should convey the same 
meaning to all persons connected with that business. This 
does not happen in the banking field today. Many words 
mean totally different things in different localities. Two 
brother bankers may be talking together and may use 
totally different terms or phrases to describe the same de- 
partment or transactions. 

This has resulted in many amusing incidents. A short time 
ago two bankers were discussing the internal operations of 
their banks. One was from the Middlewest and the other 
from one of the New England states. The banker from New 
England informed his friend that the greatest problem in 
his bank was work piling up in a bottle neck at the check 
teller. 

This was a term that the banker from the West had never 
heard before, but he hesitated to ask for an explanation. In 
his mind, however, he kept wondering who the “check 
teller” was, whether he was the paying teller or whether it 
was a position he did not have in his own bank or whether all 
checks went to one teller, or what. 

However, he was more interested in seeing whether the 
banker from New England could help him solve his problem, 
s0 he told him that the “bottle neck” in his bank was the 
proof department. It was not until after they had been 
discussing their problems back and forth for almost a half 
hour that they realized they were both talking about the 
same thing. 


[ite mea fails of its purpose unless the hearer obtains 


“FOREIGN DEPARTMENT” SEEMS CLEAR ENOUGH 


THE Foreign Department is a term which may mean one 
thing in one bank and an entirely different thing in another. 
To most people the word foreign means something outside 
of the country. Ordinarily the foreign department means 
just this—the department dealing with international com- 
merce or finance. 

But to some banks it is nothing of the sort. To them it is 
nothing but the transit department, foreign checks being 
merely domestic checks drawn on towns other than that in 
which the bank itself is located. Such things as this certainly 
— make it easy for two bankers to understand each 
other, 

Some bank terminology would seem to go to great lengths 
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in order to hide the meaning. One bank, for example, bal- 
ances each night in two “sides”. From 4 to 4:30 in the after- 
noon it is quite common to hear someone say, “Well, the 
first side is out.” 

A visiting banker would naturally presume that some 
part or department of the bank was out of balance, but this 
would not be true at all; exactly the opposite would be the 
case. This mythical first side would be in balance—the “out” 
in this case meaning, it is presumed, that it is “out of the 
way.” 

What the two “sides” are is something else again. That is 
a deep and dark mystery. Almost as deep and dark as the 
“little drawer” the same bank uses for putting through any 
items which it thinks do not properly belong in one of the 
regular departments. 

Another bank has a terminology that would be just as 
much of an enigma to the visiting banker. It has no individ- 
ual ledgers in the bank. The individual ledgers are camou- 
flaged under the name “sub-ledgers.”’ The savings ledgers 
likewise are non-existent in name. They are called “special 
ledgers” in this instance. 


GRIEF ACCOUNTS 


THERE is no real reason for such exclusiveness in termi- 
nology. Sometimes, of course, this exclusiveness in terminol- 
ogy is done with malice aforethought. One bank has accounts 
on its books which are called “grief accounts”. No banker, 
no matter how much of a mind reader, would be able to 
understand what was contained in those accounts. 

As a matter of fact Grief Account No. 1 is 50 per cent of 
the investigation fees on personal loans and is placed in this 
account to take care of any possible losses therefrom. There- 
fore, it is in reality reserve for losses on personal loans, and 
it could just as well be called by that name. Nothing is really 
gained by using such a term as “grief account” because 
explanations are always forthcoming as to what the account 
really is. 

Grief Account No. 2 is the name of the account to which 
are credited the charges made for insufficient fund checks. 
While it is true that the term “grief” may be very apt in this 
case, nevertheless, it certainly is not a word that would be 
readily understood. As far as a word conveying its meaning 
is concerned it might as well be Latin or Hindustani. Not 
content with two grief accounts this bank has just added 
another. Grief Account No. 3 provides for automobile loans 
what Grief Account No. 1 provides for the personal loans. 
Psychologists might doubt the wisdom of increasing grief 
accounts on a bank’s books in this way. 

These are just a few of the instances where different ex- 
pressions are prevalent in banking. In one country in which 
presumably everybody is speaking the same language, a 
banker from Portland, Oregon, should have no difficulty in 
understanding the terminology used by a banker from Port- 
land, Maine—but doesn’t he? 
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How Georgia Researched 


THE reader may ask the question as to the value of 
this research project, now that it has been com- 
pleted. As to the ultimate value, there is little doubt 
that this will depend on the effort which individual 
bankers make in applying the findings of the com- 
mittee to the operations of their own institutions. 
As Dr. F. Cyril James has pointed out in this publi- 
cation, research is not a form of magic which will 
provide automatic remedies for banking problems. 
It is a very useful tool, but it should be remembered 
that it merely poses questions definitely, without 
providing the answers. 


N arriving at a suitable subject for an initial research 
project the Georgia Bankers Association faced quite a 
research problem in itself. There were few guides to be 

followed and so far as Georgia was concerned the field ap- 
peared untouched. Sporadic inquiries had been made from 
time to time by some ambitious group, but nothing so large 
as a genuine research project had been attempted. 

It was realized that the proper selection of a subject was a 
matter of the utmost importance and one which would 
largely determine the ultimate success or failure of the whole 
undertaking. If an unsuitable project was attempted, the 
initial effort at research would be a failure and would thereby 
act to prevent future interest in such work. 

Study on the part of the committee revealed a number of 
determining factors which had to be met in the selection of a 
project, and they were, in the order of their relative im- 
portance: 

1. The project must arouse interest on the part of all 
bankers in the state without regard to the size of their 
institutions or manner of operation. 

2. The project must be simple and must be of some 
tangible value to all classes of bankers in the state. 

3. Sources of data must be available for study and 
analysis. 

4. As an initial project, the subject selected must act 
as a foundation on which to build future studies, and must 
be set up in such a manner as to permit tying in with 
future studies. 


THERE WERE BANKS OF ALL SIZES 


WHEN the number and size of banks in the state of Georgia 
are considered, the difficulty of making a proper selection 
of a project will be more readily appreciated. As of December 
31, 1935, there were in Georgia, 58 national banks, 25 state 
Federal Reserve member banks, and 193 state banks not 
members of the Reserve System. These banks varied in size 
from exceedingly small banks to large metropolitan insti- 
tutions, and the problems of operation were far from being 
similar. 

At length, after much discussion, it was decided that the 
most pressing single problem confronting all of the banks 
in the state was the problem of earnings. Since the depression 
had eased, there had been a shifting in emphasis from the 
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problems raised by fast depreciating asset values and froza/f. 
loans, to those problems set up in seeking profitable bank 
operation at unprecedentedly low interest rates. The con. 
mittee felt that in considering the question of bank eam; 
it could hardly fail to arouse the interest of all groups ¢f 
bankers, provided the subject was presented in a manne 
applicable to the various groups. Earnings and expenses x 
a basis of study were also attractive in meeting the require. 
ment of providing a solid foundation of fact upon which t; 
build future banking studies. 

It became necessary next to determine the period g 
time which the work should consider. If the period from the 
time of the banking holiday in 1933 up to the end of 1935 
was selected, only one side of the picture would be pr. 
sented. That is, the study would show only the recovery 
phase and aspect of the banking situation. If the study took 
the year 1930 as a beginning point, there would be little of 
a “normal” situation, as the depression was setting in rap. 
idly at that time. So it was decided to begin at the year 19% 
and come forward through 1935 (the last year for whic 
figures could be had), and thereby to cover a full 10-year 
interval. 


COMPARABLE DATA HAD TO BE FOUND 


HAVING determined the general idea and form of the 
work it was then necessary to translate these aims into terms 
of records available for study. It was found that the records 
of the state banking department did not contain compre. 
hensive figures for earnings and expense on the state banks 
except for a single year. This, of course, prevented the study 
of such banks for the length of time which would have been 
desired. It was decided to present figures on state banks for 
the single year available, but in a somewhat different ar 
rangement from the figures covering the full 10-year period 
For national banks and state member banks of the Fet- 
eral Reserve System, complete figures on earnings and er- 
penses could be had. However, these records were of 2 
confidential nature, and were in the possession of the Feder 
Reserve Bank of Atlanta, whose permission for their us 
it was necessary to obtain. Such permission was at length 
granted by the Federal Reserve System, upon a number di 
conditions, the principal one of which was that the finished 
report would not contain any figure which could be traced, 
directly or indirectly, to an individual bank. 
Further secrecy was required to be maintained in dealing 
with the figures from the reports of the individual banks 
A unique arrangement was made to accomplish this purpos. 
The Federal Reserve Bank of Atlanta prepared a numbered 
list, assigning each bank a number, and this was done bya 
bank examiner. In the actual tabulation of data an examine! 
called figures from the reports to the committee’s statist: 
cian, who took them down on a prepared form. Each fom 
was given a number corresponding to the number of the bank 
on the master list, but the name of the bank so designated 
remained secret. In this way not even the statistician knew 
the name of the bank whose operating figures he recorded 
but had only a series of numbered sheets. Each shee 
received the same number for the entire 10-year period, and 
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By JOHN N. LYLE 


in this manner it was possible to trace the history of a given 
hank over the period without learning its name. Such a sys- 
em of operation maintained the confidential nature of the 
information, but at the same time entirely answered the 
committee’s needs. 

In determining the information desired, the committee 
lected the principal items making up the income accounts, 
and those forming the expenses. On the income side the 
figures were summarized as interest from loans, interest 
from investments, exchange and collection charges, income 
from service charges, and all “other” income. Regarding 
expenses, the items were set down as interest paid on de- 
posits, interest paid on borrowed money, with a total for 
interest expense. Next came wages and salaries as an indi- 
vidual item, to be followed by taxes, and, lastly, other 
expense. A total of all these expense items gave the bank’s 
operating expense, which, when deducted from the total 
gross earnings, resulted in the profit from operations. 


GROSS ANNUAL INCOME THE BASIS 


RECOVERIES from all sources formed the next item, fol- 
lowed immediately by items for losses on loans, on securities, 
and other losses. The net figure for recovery or loss was de- 
ducted from the earnings of operations, leaving as a result, 
the net profits before dividends. At this point the dividends 
were subtracted and the remaining figure gave the portion 
of the earnings passed to undivided profits. After the actual 
figures had been taken down they were calculated as a 
percentage of the gross earnings, and the finished report 
contained only ratios, supplemented by several selected 
items of averaged data. These were, among others, deposits, 
and a classification into time and demand deposits, with 
bank deposits given in the case of the larger banks. 

It was determined to make classifications as to size of 
banks on a basis of annual gross earnings, or revenues, in- 
stead of by size of deposits, as had been done in a number 
of classifications made by several other states. The com- 
mittee felt that the recent rise in deposits would tend to 
confuse the picture, and that the important thing to be 
considered in a study of earnings and expenses was to place 
those banks in the same group which had approximately 
the same amount of gross annual income. 

Determination of class groups as to size was accomplished 
by a process of trial and error. While one group size might 
be suitable for use in 1930, it would prove entirely unsuited 
for the whole period of time. Eventually it was decided 
\o group the banks into five separate classes, and, in addi- 
lion, to calculate one set of figures for all the banks: 


Class 1—Banks with annual gross earnings up to $25,000 
Class 2—Banks with annual gross earnings from $25,000 to $50,000 
Class 3—Banks with annual gross earnings from $50,000 to 
$100,000 
Class 4—Banks with annual gross earnings from $100,000 to 
000 


00, 
Class 5—Banks with annual gross earnings $200,000 and over 


These proved to be the most satisfactory distribution 
of groupings and provided results applicable to banks of 
all sizes, Earnings and expense figures were, therefore, 
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IN the study of large banks ($200,000 and over 
annual gross) the most important favorable feature 
was the decline in interest expense which had taken 
place since 1933. In 1926 such banks paid out 29.9 
per cent of their total gross earnings for interest, 
and this figure rose to a high point of 31.9 per cent 
in 1930, whereas in 1935 it had declined to the more 
rational figure of 13.9 per cent. The report also re- 
vealed that the year 1934 saw operations in the 
large earnings group conducted at the record low 
ratio of 67 per cent, as compared with the highest 
expense ratio of 817 per cent of gross earnings, 
which was experienced in 1932. Of course, the op- 
erating ratio does not consider charge-offs or 
recoveries, which are deducted from or added to 
the profits after operating expenses have been 
taken out. 


reduced to ratios as a percentage of gross earnings for each 
of the above groups and for 10 separate years. In addition, 
the average size of deposit liabilities was taken off, and 
the relative cost of interest on demand deposits was cal- 
culated as a separate item. This cost was also figured for 
interbank deposits in the case of the large banks. 

The compilations having been completed by the com- 
mittee’s statistician, a special study was then made of the 
figures and a report written. This report pointed out the 
important features of the work, and suggested comparisons 
to be made by the individual banker. For this latter purpose 
space was left vacant by each year’s figures so that a bank 
could insert its own operating results and compare its prog- 
ress with trends shown by the group as a whole. 

Space will not permit a lengthy discussion of the report, 
but some of the more important findings will be touched on 
briefly. One of the most striking features was the disclosure 
of the fact that there were 52 state banks in Georgia in 
1935 which fell into the class having less than $7,500 in 
gross earnings for the entire year, with an average income 
of $5,017 per bank. Such banks had an operating ratio of 
of 74.0 per cent of gross earnings, and net charge-offs of 
21.7 per cent, leaving a net profit before dividends of 4.3 
per cent. In the group with gross earnings between $7,500 
and $15,000 per annum, there were 67 banks with an average 
income of $11,371. This group had a 67.1 per cent operating 
ratio and earned 13.2 per cent net before dividends, with 
average deposits of $172,192. 

It was also found that banks with gross earnings in the 
$100,000 to $200,000 group and average deposits of $2,000,- 
000 were among the hardest to operate at a profit. These 
banks, over a period of 10 years, had average annual gross 
earnings of $141,000 and an operating ratio of 77.2 per cent. 

In making up the report the committee stressed the im- 
portance of greater supervision of loans to insure against 
losses and emphasized the need of holding interest expense 
to the point where the management could be sure that the 
money obtained by the bank through the payment of inter- 
est could be utilized safely and at a profit to the institution. 
Payment of too much interest generally led to heavy losses 
resulting from unsound loans, and when both of these 
factors are considered they undoubtedly constitute the larg- 
est single causes of unsuccessful bank operation. 
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T is undoubtedly true that the cause of failure of many 
small banks, as well as larger ones, was lack of proper 
management. It has been the general opinion of banking 

authorities that small unit banks could not as a class afford 
to employ proper and efficient management. As a result, 
there have been many who felt the situation could be im- 
proved by branch or chain banking. Some states, however, 
have taken a stand against the widespread extension of 
chain banking and have allowed only “bank agencies” or 
“stations” to be established in the bankless communities. 
These four states are Arkansas, Iowa, New Mexico and 
Wisconsin. 

Our Wisconsin banking authorities evidently feel that 
some small banks have been run properly, and, with proper 
supervision and control by good bankers, sound banking 
can be carried on through stations in communities which 
can not support a unit bank. There is no doubt that pres- 
sure was exerted all over Wisconsin by rural people to retain 
their local banking service. Rural people have been used 
to a friendly local service, one where they could discuss 
leisurely a wide range of problems with a country banker 
who was familiar with their affairs. The solution of the bank- 
less town was, therefore, attempted in Wisconsin by means 
of the “receiving and paying station”’. 

On September 1, 1933 we (the Pewaukee State Bank) 
opened a station at Merton, 5 miles away. This is a small 
village serving a good sized dairy section. It has a milk con- 
densory and a pea cannery. Soon after establishing this sta- 
tion, we were approached on the matter of taking on another 
at Brookfield, 6 miles east of us. Brookfield serves an excellent 
dairy territory so close to Milwaukee that it has some sub- 
urban residents. The establishment of this station did not 
materialize until June 20, 1936. Both stations replaced 
independent unit banks. During this time we continued to 
use our old unit bank bookkeeping system, analyzing our 
needs as we saw them, getting as much information as possi- 
ble from the banks of our state which were operating sta- 
tions, and consulting with a stationery and supply house 
executive who was making a study of mercantile book- 
keeping supplies as applicable to the banking business. 


NEW BOOKKEEPING SYSTEM INSTALLED 


WITH the opening of the second station, our work was so 
increased that we immediately started installation of the 
new bookkeeping system we had decided upon. It has some 
features which modern mercantile businesses have been 
quick to grasp but which the bankers, always slow to change, 
have investigated very little. We were sure that this method 
would solve the mechanical difficulties presented by the 
stations. 

Our problems are, first, to maintain a better service, 
both as to personnel and details of the mechanics of banking. 
Our service must be friendly, personal, of a high class, 
with modern methods and equipment. These rural people 
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Receiving and Paying Stations 


By JOSEPH B. ELY 


— 
expect all this. Secondly, we must operate these stations OB. 
at a profit or they can not be continued and we must have Pree 
the same supervision of our loans as at our home office, in > serve 
order to minimize losses. Further, whereas the old unit Nor is the 
banks had employed two men in each office, we must handle f§ igcrease i 
each station with one man and also reduce costs of supplies f Board en: 
and stationery. ily softe 
THE MANAGEMENT WAS CENTRAL terest rate 
WE centered the management at the home office and threw ties, the g 
all the burden of keeping proper records onto our new book- oceptanc 
keeping system, which was also concentrated at Pewaukee,  —all of w 
It is impossible to explain fully the detailed working of our f ier reac 
records. The results are, however, very gratifying. The Pe. fH to the ch 
waukee office and each station have full detailed information fore, the 
of all transactions. All records are either machine posted in May. 
or typewritten with carbons and all records are made orig- The ou 
inally with the idea of making them complete at the time, ff isnot so 
with a minimum of future handling. Our station managers’ §j fully can 
time is almost entirely spent in waiting on customers, and ff money rz 
they are able to supply to the customer, without delay, ff interfere 
details regarding his notes, certificates, savings, etc. Our § lysincre 
records show on the daily statement all details as to each & of credit 
station’s business, such as deposits, loans, earnings and & core of F 
expense. So lor 
All checks written by our customers, either of main § of impro 
office or stations, are sent direct to our Pewaukee office degree 0 
by our correspondent banks, where they are posted the same J can be a 
day to the accounts of their respective office. Our managers Jf rough c 
report their day’s business at 3 p. m. daily by telephone, & had loar 
calling the totals of each debit and credit by the account  $700,00( 
number appearing on our daily statement. The daily report § comeia’ 
form with full details and attached items is then mailed or 
brought to Pewaukee by the station manager. A duplicate of 
the daily report is retained at the station for future reference § INTER 
if necessary. When the main office closes, the books for § reportec 
the three offices have been posted and balanced. ast the 
Before we took on these two stations, our bank was run & $506.11 
by an attentive board of five directors. As president, I was  ¥ but 
and am now, the active executive in charge. We are fortu- creased 
nate in having an interested attorney, our vice-president, serve B 
who couples sound business judgment with his knowledge of Jf average 
law. The two of us have regular days at each station when fj For the 
our customers know they can consult with us at the same § rate of 
time. We feel we furnish a very good service in this respect. ff ever, re 
From our own standpoint and that of our customers, We & except 
are well pleased with our venture into the “receiving and Septem 
paying station” business. We understand the stations 0 § in Noy 
Wisconsin have been generally successful since the first 9 Rate 
were opened. The Wisconsin Banking Commission has issued J 162 pe 
92 permits for receiving and paying stations, of which only ff those i 
two have since been closed and those by the parent bank; ff in Jam 
one of these was later opened by another bank. It would there | 
seem that our Wisconsin plan is working out satisfactorily. Jf short t 
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Too Easy Money 


By GEORGE E. ANDERSON 


erest rates will feel the full effects of the increase in re- 

serve requirements of Federal Reserve member banks. 
Yor is the prospect very encouraging. By providing that the 
increase is to go into effect in two instalments the Reserve 
hard enabled the banks to prepare for the change, but it 
ko softened whatever reaction toward the raising of in- 
test rates might have been anticipated. 

In keeping with the expectations of the Reserve authori- 
tis, the general opinion of bankers is that rates on call loans, 
yceptances, Treasury bills and short term paper generally 
-all of which showed some improvement early last Summer 
after reaching a depression low point immediately previous 
to the change—will advance further when, or possibly be- 
fore, the full increase in reserve requirements goes into effect 
in May. 

The outlook for improvement in rates on long term paper 
isnot so good. It must be realized that the authorities care- 
fully canvassed the probable effect of higher reserves on 
money rates and acted in the belief that the step would not 
interfere with the Reserve’s easy money policy. The Board 
has increased reserve requirements to prevent the undue use 
of credit for speculation, not to improve interest rates. The 
core of Reserve and Government policy is easy money. 

So long as this policy lasts there is little probability 
of improvement in the interest situation except to a limited 
degree on short term paper. What this means to the banks 
can be appreciated by a review of the present situation. A 
rough calculation indicates that although member banks 
had loans outstanding during 1936 which averaged around 
$00,000,000 higher than in 1935, it is doubtful if their in- 
come ia interest thereon increased by as much as $10,000,000. 


Pres ts it will be well into the Summer before in- 


IS REAL CAPITAL OVERABUNDANT? 


INTEREST received on loans by member banks for 1935 was 
reported as $498,419,000. For the half year ending June 30 
st the amount received was $253,059,000, or at the rate of 
$06,118,000 for the whole year. Loans increased after June 
4 but interest rates obtained by the banks steadily de- 
creased. The average rate in 1935, as reported by the Re- 
serve Board—that is, the ratio of total interest received to 
average volume of loans outstanding—was 4.16 per cent. 
For the first half of 1936 the ratio was 2.04 per cent or at the 
rate of 4.08 per cent for the year. As a matter of fact, how- 
tver, rates obtained on loans fell constantly during the year 
xcept in New York City where they hardened a little after 
‘ptember although rates in banks there averaged only 2.43 
November as compared with 2.64 in January. 

Rates in eight other northern and eastern cities fell from 
362 per cent in January to 3.47 per cent in November while 
those in 27 southern and western cities fell from 4.47 per cent 
January to 4.23 per cent in November. For the new year 

has been a slight hardening in New York City for the 
short term, and an apparent steadiness in other rates; and in 
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the country at large it appears that rates have steadied 
somewhat under the influence of the anticipated increase in 
reserve requirements. On the other hand, the volume of 
loans held by the banks fell off by approximately $300,000,- 
000 in January. Bank income from interest on loans at best 
is an uncertain quantity under present credit conditions. 

Bankers and supervisory authorities have come to realize 
that the condition created by artificially low interest rates 
represents a lack of balance in the business situation and out- 
look whose indefinite continuance cannot result otherwise 
than in trouble. On the face of things, advancing prices of 
commodities, and securities, and increased costs of operating 
businesses, are factors which, when not the direct effect of 
low interest rates, offer a combination working towards in- 
flation of a dangerous sort which cutting excess reserves 
to from $500,000,000 to $700,000,000 will hardly prevent. 
In other words, the prospect is that under the easy money 
policy the full incidence of increased reserve requirements in 
May must be followed by open market operations to con- 
trol credit further. 


WHAT THE FIGURES SHOW 


WHEN low rates of interest are the result of artificial con- 
ditions, they represent no superabundance of real capital, 
but rather the fixation of an artificial relation between real 
capital and the demand for its use in productive enterprise 
which in itself is as much of an unbalance as would be the 
fixation of wages or production costs at an unnatural or 
artificial high or low rate. It is rather doubtful if real capital, 
the result of the people’s savings, in this country at pres- 
ent is much in excess of the demand for it for productive 
purposes, low as that has been. If the amount of deposits 
which have been pumped into the banks in the past seven 
years or so by Government deficit borrowing and spending 
were subtracted from the present total something like the 
real state of the capital market could be perceived. The 
excess funds gorging the banks represent in large part not 
accumulated wealth but accumulated debt. That debt, in 
time, must be paid by taxes taken from the nation at large. 
Until these taxes are levied and collected and the debt taken 
up, the nation’s actual real position in the matter of real 
capital will be in question. 

So long as bank deposits created by deficit financing com- 
pete with real capital for normal investments, the banks, in 
seeking employment for their funds, and the savings in- 
vestor, seeking the proper return upon the results of his 
thrift and sacrifice, contend with a constant urge toward un- 
sound and dangerous investment. There is temptation to an 
increase in already excessive debt, discouragement to thrift 
and the accumulation of real wealth, and a lower standard 
of living for those who expect to depend ultimately upon 
their savings for their support. 

Money can be too easy too long even in the interests of 
business recovery. 
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Capital Seeks Mortgage Loans 


_ on the availability of mortgage money and the trend 
of mortgage interest rates in 253 cities of the United 
States are included in the 28th semi-annual survey of the 
real estate market made by the National Association of Real 
Estate Boards. The study is based on confidential reports by 
officials or committees of member boards throughout the 
country. 

Gross cost to the borrower on first mortgages with good 
security is reported to be at about last year’s level in 61 per 
cent of the cities, with 37 per cent reporting that the cost is 
falling. Interest costs are going up in 2 per cent of the cities, 
all comparatively small communities. 

The present actual interest rate at which first mortgage 
loans on new moderately priced homes are now most com- 
monly being made is still the 6 per cent rate. Of cities report- 
ing, 64 per cent cite it as the rate most used. This is exactly 
the percentage of cities so reporting six months ago. 

A 5 per cent rate prevails in 30 per cent of the cities on 
this kind of mortgage. 

Only four cities of the country show that a rate lower than 
5 per cent is in common use. 

Capital is seeking loans in 75 per cent of the cities, while 
desirable loans are available in excess of capital supply in 14 
per cent of the cities. This is almost exactly the proportion 
of cities so reporting six months ago. 

The low returns yielded by savings banks and like in- 
stitutions are mentioned as a factor in turning idle funds into 
investment real estate. 

Detailed tables prepared by the association on the mort- 
gage money situation and interest rate trend appear below. 

“Comments from individual cities,” the summary states, 
“show the very close relationship between financing condi- 
tions and the outlook for new home building. Mortgage 
terms available, including interest rate and length of the 
mortgage term, are cited by city after city as the dominating 


PERCENTAGE OF CITIES REPORTING AN EXCESS, EQUILIBRIUM OR SHORT- 
AGE OF MONEY FOR REAL ESTATE MORTGAGE LOANS 
Capital Loans 
Seeking Equilib- Seeking 
Section Investment rium Capital 
Total for United States ~ 11 14 
New England 25 — 
Middle Atlantic 9 22 
East North Central 18 16 
West North Central 19 
East South Central 
West South Central 


200,000 to 500,000 population 
100,000 to 200,000 

25,000 to 100,000 

Under 25,000 

District and county boards 
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factor of their individual situations in the market Outlook.” 

In general, the survey notes a steady advance in every 
phase of the real estate market, more nearly uniform for 
cities of every type and geographical section than has been 
the case for years. Many municipalities report that the gain 
has been so far consolidated as to indicate a very active 
building year in 1937. 

Perhaps the outstanding good portent in the findings, says 
the association, is that renewed demand for business p 
erty is already reflected in higher rental scales for the down- 
town sections of about 75 per cent of the principal cities, In 
localities where the realty advance has been most marked, 
new building is reported as having stabilized the upward 
movement of residential rents, and new apartment con- 
struction has begun to join home building to counterbalance 
the growing absorption of existing residential space. 

The present survey shows the first post-depression reports 
of an advance in the price of home sites; the rise in some 
cities has been as much as 10 per cent. 

“Residential space,”’ continues the association, “is shown 
to be well absorbed. But notwithstanding the increased 
space absorption, rise in residential rents, while very general 
over the country, has been very gradual. This is true both for 
detached houses and for apartments. 

“Under-supply of single family dwellings is shown in 72 
per cent of the cities. Only 1% per cent report any over- 
supply. In a like survey of six months ago 76 per cent of cities 
reported an under-supply of single family dwellings. The 
slight decrease would appear to be an indication of the bal- 
ancing effect of new home building. 

“Rents are up for single family dwellings as compared 
with a year ago in 90 per cent of the cities, and are down in 
less than 114 per cent. Apartment space is higher in 86 per 


cent and not a single city shows any down-trend of apart- 
ment rents.” 


PERCENTAGE OF CITIES REPORTING RISING, STEADY OR FALLING INTEREST ~ 
RATES ON MORTGAGE MONEY 


Section 
Total for United States............. : 
New England 70 
Middle Atlantic . 64 
69 
31 
51 
60 
57 
60 
61 


Rising Steady Falling 
61 37 


Size of City 


Over 500,000 population 

100,000 to 200,000 

25,000 to 100,000 

Under 25,000 

District and county boards 


: 
|| 
| 
AN 
81 8 11 
Size of City 
Over 500,000................ 89 11 44 
96 4 — 43 
; 87 7 6 a 67 
75 10 15 3 64 : 
; 67 15 18 2 52 
66 13 21 5 73 
BANKING 


SPREADS HIS PAPERS OVER DESK AND $1(S DOWN = MAKES A MISTAKE AND REACHES FoR ERASER 
1o FINIGH MAKING OUT HIS INCOME TAX WHICH HE Put DOWN BESIDE HIM A MOMENT AGO 


GRAS 
_ WHICH HE MADE (HE MISTARE HAS VANISHED 


LDOKS THROUGH PAPERS, SHEET BY SHEET, SEV- COMES ON RIGHT PAPER AT LAST, PENCIL. 
ERAL OF WHICH HE'S SURE HE HASN'T SEEN MEANWHILE GETTING BURIED 
BEFORE 


BURROWS AMONG {HE PAPERS, FINDING ERA- RECOVERS PENCIL AND MOVES 1o FLDOR, WHERE 
SER, WHICH HE DIDN'T KNOW WAS LOST HE HAS ROOM 10 SEY THINGS DowN 


WIDE WORLD © BELL SYNDICATE 
Supreme Court Building, Washington Ides of March 


BANKING’S PICTURES 


THE NAMES ARE FAMILIAR 
RECENT AUTHORS 

INSIDE A RUSSIAN BANK 

THE RISE IN EMPLOYMENT . 
SEVERAL PERSONAL OPINIONS 
RETURNS AND MANY OF THEM 
PLAY BALL . 

THE WEST’S FORUM . 
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The Names Are Familiar 


«ree 


William I. Myers, Governor of the Farm Credit Administration 


Left, S. M. 
Garwood, 
Production 
Credit 
Commis- 
sioner 


Right, S. D. 
Sanders, 
Cooperative 
Bank 
Commis- 
sioner 


George M. Brennan (at desk), Intermediate Credit Commissioner, with Arthur C. 
Sullivan (left) and John T. Walker, Jr., Deputy Commissioners 
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John H. Fahey, Chair- 
nan of the Home Loan 
Rank Board and the 
flome Owners’ Loan 
Corporation 


Albert S. Goss, Land 
Bank Commissioner 


Members of the Senate Banking and Currency Committee in the picture below are, left to right, Senators Alva B. Adams, 
Herbert E. Hitchcock, Henry Cabot Lodge, Robert F. Wagner (Chairman), Carter Glass, James Hughes, Robert J. Bulkley, 
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and George L. Radcliffe 
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Above, at desk, Stewart 
McDonald, Federal Hous- 
ing Administrator 


Right, a battery of check 
punching machines in the 


F.H.A. offices 


Below, the drafting and 
mapping division of the 


F.H.A. 
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Recent Auth 


HARRIS & EWING 
MERCANTILISM RETURNS 

We have witnessed the return of a new 
mercantilism. . . . Nations believe that 
the protections of their gold supply and 
the development of their productive 
capacity are more important than low 
prices to consumers and the free flow of 
commerce across frontiers. 

These economic policies have a polit- 
ical bearing which makes them a part 
of the world problem of security and 
peace.—William S. Culbertson, Reci- 

procity, (McGraw-Hill) 


NEEDLESS INTERFERENCE 
Public regulation and supervision call 
for steady improvement in the qualifi- 
cations of officials, and for freedom 
from polities. 

As banking standards are raised and 
as the system is improved, the need 
for regulation on the part of the au- 
thorities will be less. The kind of ex- 
ecutive we ought to have in every 
bank does not require policing to as- 
sure that the right sort of banking 
service will be provided to the public. 
—George W. Dowrie, Money and Bank- 

ing, (John Wiley & Sons) 


HARRIS & EWING 


EFFICIENT FOREIGN TAXATION 


If any important functions are to be 
retained by local governments they 
will be supported increasingly by cen- 
tral government funds. It is only a 
question of how far and how fast cen- 
trally administered taxes should re- 
place independent local taxes, to what 
degree local independence must be sac- 
rificed to efficiency and economy.— 
Mabel Newcomer, Central and Local 
Finance in Germany and England, 
(Columbia University Press) 


OVERSEAS INVESTMENTS 
If economic nationalism continues... 
and if managed currencies take the 
place of the gold standard, there will 
be little opportunity for the profitable 
employment of capital abroad . . . if 
the world returns to international re- 
lations less subject to governmental 
interference, and if currencies are re- 
established on a gold basis, the eco- 
nomic resources of the United States 
will make the exportation of capital 
almost inevitable.—John T. Madden 
(with Mareus Nadler and Harry C. 
Sauvain), America’s Experience as a 
Creditor Nation, (Prentice-Hall) 


WIDE WORLD 
SOCIAL SECURITY TO COME 

The Social Security Act should not be 
viewed as the triumphant and perfect 
conclusion to the struggle to obtain 
greater security. It is on the contrary 
full of weaknesses and is strikingly in- 
complete. 

If we are to progress, the act should 
instead be regarded as merely a first 
step which must soon be followed by 
others.—Paul H. Douglas, Social Secu- 
rity in the United States, (Whittlesey 

House) 


TAXABLE INCOME PUZZLE 
Each clear (taxable income) case is sur- 
rounded by a penumbra of much more 
doubtful cases, in which the Court has 
stretched its original concept under the 
stress of its own or the legislative desire 
to prevent tax-avoidance. The philoso- 
phy of the Supreme Court, even in this 
single field, cannot be epitomized on a 
single page. 

There is not really asingle philosophy, 
but the philosophies of the long pro- 
cession of distinguished individuals 
who from time to time have consti- 
tuted the Court.—Roswell Magill, Tax- 

able Income, (Ronald Press) 
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Inside a Russian Bank 


Savings bank table for checking up winnings on state loan bonds 


Depositors can pull up chairs to a writing table in 
Savings Bank No. 5287 on Gorky Street in Moscow 


A savings bank tellers’ department, where the inevitable pictures of Stalin and Lenin hang on the wall 
ALL PHOTOS FROM SOVFOTO 


In savings Bank No. 10 in Moscow, American-made accounting machines are used 
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At the left, a Soviet government employee fills out a check at his savings 
bank. Above, he hands it, with his passbook, to a teller 


Left, the transaction 

is recorded with a 

bookkeeping machine 
of American make 


Right, he receives 
the cash from his 
savings account and 
counts it at the 
window 


Lower right, he looks 
in his passbook to see 
how many rubles are 


left 


Lower left, portrait of 

a passbook, with six 

of the 90-odd Soviet 

languages printed on 
the cover 
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According to data published in the Federal Reserve Bulletin, employment in 
food products industries rose 7.3 per cent from December 1935 to December 
1936, the latest date for which figures are available 


In the paper and printing trades the 1936 increase in employment was 5.6 
per cent 


In those industries manufacturing stone, 
clay and glass products employment rose 
11.1 per cent in 1936 


PHOTOS FROM EWING GALLOWAY 
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Employment among iron and steel products workers rose 17.7 per cent in 1936 


Manufacturers of machinery (agricultural, electrical, There were 10.5 per cent more employees in concerns manu- 
fundry products and radios, as in the picture below) in- facturing lumber products (furniture, millwork and sawmill 
creased employment 18.5 per cent during 1936 products) in December 1935 than December 1936 


In the broad classification of nonferrous metal products—aluminum, brass. 

bronze, copper, clocks and watches, lighting equipment, silverware, ete.—the 

Federal Reserve figures show a 13.6 per cent employment increase. Below, a 
watch factory; right, in a copper mine 
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Manufacturers of all transportation equipment 
employed 15.4 per cent more workers last De- 
cember than in December 1935 


Textiles and _ textile 
products gave work to 
6.5 per cent more peo- 
ple at the end of 1936 
than at the end of 1935 


Rubber products ac- 

counted for a 1936 em- 

ployment increase of 
17.5 per cent 
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Several P 


UNEMPLOYMENT CAN END 


VIRGIL JORDAN, president of the Nation- 
al Industrial Conference Board, says that 
a continuance of national recovery at 
the rate it has followed since 1933 would 
wipe out unemployment in this country 
by 1941 if the factors of political and 
social change could disappear from the 
picture; after that time there would be 
an increasing shortage of labor with the 
average standard of living exceeding 
that of 1929 and the highest on record, 
and the general level of prosperity rising 
toa point higher than ever before 


RURAL ELECTRIFICATION 


Joun C. PARKER, vice-president of the 
Consolidated Edison Company of New 
York: “A profound conviction of the 
value of extending to the farm the power 
use which has been so common in in- 
dustry may run away with itself. The 
economic welfare of the rural regions is 
much more intimately concerned with 
soil quality and selection of strains . . . 
and with market problems and trans- 
portation than with the application of 
mechanical power. Economic, social 
and political injuries may result” 


CONSOLIDATED EDISON PHOTO 
March 1937 


PICTURES 


IF THERE IS ANOTHER N.R.A. 


CHARLES F. ROOs, formerly N.R.A. re- 
search director on policy matters: 
**General efforts to apply such [econom- 
ic] planning must mean, as in the case of 
the N.R.A., little more than the swap- 
ping of bargaining positions—monopo- 
listic advantages for labor concessions— 
with the choicest gains going to the 
groups exhibiting the greatest political 
power. ...Enactment of another 
N.R.A. plan of wage and hour regulation 
will promote uncertainty and this will 
mean decrease in production .. .”’ 
RESERVE NOTE SECURITY 
MARRINER S. ECCLES, Chairman of the 
Federal Reserve Board, in testifying 
before the Banking and Currency 
Committee of the House of Representa- 
tives, said that the Federal Reserve 
System might be responsible for start- 
ing a “‘disastrous deflationary develop- 
ment” unless it were authorized to 
continue to use Government obligations 
as collateral security for Federal Reserve 
notes. In the absence of that power, he 


said it might be compelled to adopt ‘“‘a 
restrictive credit policy” 


HARRIS & EWING 


ersonal Opinions 


WIDE WORLD 


PROLONGED “EMERGENCIES” 


H. FENTENER VAN VLISSINGEN, of the 
Netherlands, president of. the Inter- 
national Chamber of Commerce: ‘“‘Ad- 
mitted that many of the autocratic 
measures taken have been taken as 
measures of emergency ... the fact 
remains that the danger is great that 
they will remain in existence long after 
the emergency has passed. . .. The 
economic nationalism which is hamper- 
ing international relations today is 
only in part the result of measures of 
emergency and self-defence” 


RAILROAD DEBTS 


R. V. FLETCHER, general counsel of the 
Association of American Railroads, 
says that solvent railroads should not 
be forced to repudiate their debts under 
the guise of reorganizing their capital 
structures nor should unnecessary 
increases of operating costs be placed 
upon railroads by legislation; and that 
the total par value of outstanding 
stocks and bonds of the railroads is 
$5,000,000,000 less than the actual value 
of the property upon any recognized 
basis of valuation 
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Returns and 


Many of Then 


S usual, on March 15, Federal income tax payments be- 
come due. This perennial custom has been the fashion 
for a good many years. In 1812 an income tax was advocated 
in this country, but no such law was passed until 1862. The 
cartoon at the right, drawn in 1870, refers to this enactment, 
which was in force until 1872. Twenty-two years later, in the 
Wilson Tariff Bill of 1894, another income tax law was 
passed, but in May of that year the Supreme Court declared 
it unconstitutional because, although it was a direct tax, it 
was not apportioned among the states according to popula- 
tion. This difficulty was overcome by adoption of the 16th 
Amendment, February 25, 1913. A Federal income tax law 
has been in operation since October of that year, a fact 
which accounts for the regiment of files in the picture below 
(those shown are merely part of the overflow). In the open 
cases, shown in the lower picture, are about 30,000 of the 
millions of returns that taxpayers have sent on March 15 er 
through the years. this, it’s pretty hard to swallow.” 


T. F HEALY COLLECTION 
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FEIGLEY 


LINKS BANKING a attending the Eastern Conference on Current Banking Methods 


and Policies ended their session with a dinner and some talk about baseball 


AND BASEB A | (as described in the clipping at the left). At the speakers’ table, in the picture 
| above are, RIGHT TO LEFT: Fred N. Shepherd, J. K. McKee, Branch Rickey, A. E. 
Braun, Tom K. Smith, F. F. Brooks, Philip A. Benson, L. N. Murray and Arthur 

B. Taylor. Below is a view of part of the dinner meeting audience. 


700 Financiers Hear 
Speech as Climax 
To Conclave. 


Baseball and banking have much | 
in common, Generalissimo Branch | 
Rickey of the St. Louis National 
baseball club—the “Cards” or the 
“Gas House Gang” to you, if you’re 
a dyed-in-the-wool fan—told 700 
hilariously dignified bank execu- 
tives at a dinner in the William | 
Penn Hotel last night, crowning’ 
feature of a two-day regional con- | 
| of the American Bankers’ | 
Association. 

“Dizzy” Dean could give pointers | 
to many an aspiring embryo banker 
about more things than curving a 
spheroid or circling a diamond, the 
financial miracle man of the big | 
leagues solemnly asserted. He re- | 
fused to state how many big East- 
|ern banks he would take in a trade 
for his garrulous right-hander but 
lindieated plainly he had picked up 
|some pointers of interest to the| 
/men of money in his dealings with | 
\tival magnates and stellar per-| 
formers, 


Three Points Emphasized. 
Rickey was introduced by Toast- 
Master Tom K. Smith, ABA presi- | 
(dent and head also of the Boat- 
men’s National Bank of St. Louis. 
[In his serious remarks, the genial 
'vice_president and general man- 
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The West's 


Forum 


HE second in the Association’s series of forum discussions 
of banking at Portland, Oregon, February 25 and 26. 
Below and on the following two pages are pictures of the 
speakers at that meeting and their subjects. The next 
forum will be held in Atlanta, Georgia, March 25 and 26. 


PHOTOS BY HARRIS & EWixG 
Charles E. Martin, head of the Department of Political John N. Edlefsen, vice-president, United States National 


Science, University of Washington, Seattle—‘‘My Faith in Bank, Portland—‘‘Research in Costs and Methods of 
China” Operation” 


Andrew Price, president, National Bank A. G. Fleming, vice-president, Old CC. E. Jenks, Superintendent of Banks, 

of Commerce, Seattle—‘‘Research on National Bank & Union Trust Co., State of Washington, Olympia, Wash- 

Federal Lending Agencies, Postal Sav- Sunnyside, Washington—‘‘Satisfied ington, who will speak on ‘“Charter- 
ings and Bank Chartering”’ Customers and Service Charges” ing of Banks” 
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Left, J. W. 
Spangler, 
vice-presi- 
dent, Seat- 
tle-First 
National 
Bank, Seat- 
tle—“*How 
One Bank 
Met Its Pub- 
lic Rela- 
tions Prob- 
lems”’ 


PHOTOS BY HARRIS & EWING 


Right, C. W. 
Clarke, ex- 
ecutive vice- 
president, 
Pacific Na- 
tional Bank, 
Seattle— 
“Loan Ad- 
ministra- 
tion Policy”’ 


Blaine B. Coles, vice-president, First Na- 

tional Bank of Portland—‘*Preserving the 

Association Between Banking and Trust 
Business”’ 


Below, T. P. Cramer, Jr., Secretary, Oregon 
Bankers Association, Portland—“*Bank In- 
surance and Crime Protection” 


Left, Hugh 
L. Clary, 
vice-presi- 
dent, Bank 
of Amer- 
ica N. T. & 
As Sem 
Francisco— 
**Budgetary 
and Expense 
Control” 


Right, Ross 
P. Williams, 
assistant 
vice-presi- 
dent, Uni- 
versity Na- 
tional Bank, 
Seattle— 
“Banking 
Education 
and Public 
Relations’”’ 
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PRESIDENT SMITH: 


**This conference continues the Association’s program of meetings 
sections of the country to provide bankers with the opportunity 
discussion on banking problems, methods and policies.” 


in various 
for forum 


John T. Cooper, vice-president, Secur- 
Tom K. Smith, president, Boatmen’s ity-First National Bank of Los Angeles, Gardner Turrill, assistant cashier, the 
National Bank. St. Louis—““Why Bank- —“The Place of F H A Mortgages in Sav- California Bank, Los Angeles—Bank- 
ers Should Counsel Together” ings Banks and Savings Departments” ing Talks to Schools and Clubs” 


W. T. Triplett, vice-president, Seattle- F. P. Champ, president, Cache Valley Henry H. Christensen, assistant vice- 

First National Bank, Spokane & East- Banking Company, Logan, Utah—“‘The president, American Trust Company, 

ern Division, Spokane—‘“‘Investment Bankers’ Part in Building an Agricul- San Francisco—‘‘Personal Loan Depart- 
Policy” tural Community” ments in Banks” 
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not see how 


a bank can afford 


not to use the 


RECORDAK” 


...and hundreds of other banks of moderate size 
agree. They appreciate the complete records, the pro- 
tection against alterations and forgeries, the film 
records of customers’ checks. They stress the in- 
creased facilities for service to customers. And turn- 
ing to a dollars and cents appraisal of Recordak’s 
advantages, they report savings up to 45% net on per 
item costs, up to 50% on supplies, up to 90% in stor- 
age space. Write for “Cornerstone,” booklet of ac- 
tual letters from Recordak 
=—_——- users, small banks as well 
as large. yor Cor- 
YA oration (subsidiary of 
Over 70% of all Kodak 
Recordak installations are | 
fh enue, New York City. 
in small community banks | 
) 
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CALENDAR 


Conferences and Research 


E third in the series of regional conferences sponsored 
this year by the American Bankers Association takes 
place March 25 and 26 at the Atlanta-Biltmore Hotel, 

Atlanta, Georgia. Like its predecessors at Pittsburgh and 
Portland, Oregon, the Conference will provide forum dis- 
cussions on current methods and policies in various branches 
of banking activity. 

The program, as available at the time of going to press, 
follows: 


ATLANTA-BILTMORE HOTEL 
The Ballroom 


THURSDAY, March 25, 9:30 A.M. Call to order by J. S. Ken- 
nedy, General Chairman, Atlanta Committees, and vice- 
president, First National Bank, Atlanta; WHY BANKERS 
SHOULD COUNSEL TOGETHER (20 minutes), President Tom 
K. Smith; CHARTERING OF BANKS (20 minutes), Gurney P. 
Hood, Commissioner of Banks, Raleigh, North Carolina; 
BANK INSURANCE AND CRIME PROTECTION (20 minutes), W. 
B. Gladney, vice-president, Bastrop Bank & Trust Com- 
pany, Bastrop, Louisiana; THE BANKERS’ PART IN BUILDING 
AN AGRICULTURAL COMMUNITY (20 minutes), H. Lane Young, 
executive vice-president, Citizens & Southern National 
Bank, Atlanta; discussion following each topic. 


THURSDAY, 2:15 P.M. BANK MANAGEMENT. Call to order by 
President Smith; LOAN ADMINISTRATION POLICY (20 minutes), 


CONVENTIONS 
A.B.A. Meetings 


Spring Savings Conference, Waldorf-Astoria, New York, 

Regional Conference, Atlanta-Biltmore Hotel, Atlanta, 
Georgia 

Spring Meeting of Executive Council, The Arlington 
Hotel, Hot Springs, Arkansas 

American Institute of Banking, Hotel Lowry, Saint Paul, 
Minnesota 


Mar. 11-12 
Mar. 25-26 
Apr. 18-21 
June 7-11 


June 22- 
July 3 


Oct. 11-14 


Graduate School of Banking, Rutgers University, New 
Brunswick, New Jersey 
A.B.A. Convention, Statler Hotel, Boston, Massachusetts 


State Associations 


New Mexico, Santa Fe 

Arkansas, Hotel Marion, Little Rock 

South Carolina, Charleston 

Indiana, Indianapolis 

North Carolina, Carolina Hotel, Pinehurst 

Oklahoma, Oklahoma City 

Missouri 

Mississippi 

Kansas, Wichita 

Texas, Gunter Hotel, San Antonio 

New Jersey, Traymore Hotel, Atlantic City 

Illinois, Chicago 

Pennsylvania, Hotel Traymore, Atlantic City, New Jersey 
District of Columbia, Greenbrier, White Sulphur Springs, 
West Virginia 


Apr. 23-24 
May 45 
May 45 
May 5-6 
May 67 
May 6-7 
May 10-12 
May 11-12 
May 12-14 
May 18-20 
May 20-22 
May 24-26 
May 26-28 
May 27-31 


May 27- 
June 1 
June 2-3 
June 10-12 
June 14-15 
June 17-18 
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New York, Aboard S.S. Washington sailing to Bermuda 
South Dakota, Rapid City 

Massachusetts, New Ocean House, Swampscott 
Oregon, Pilot Butte Inn, Bend 

Washington, Bellingham 


Pictures of the speakers at the Portland Forum a 


pages 46, 47 and 48 3 


P. D. Houston, chairman of board, American National 
Bank, Nashville; INVESTMENT POLICY (20 minutes), W, W. 
Woodson, president, First National Bank, Waco, Tex: 
BUDGETARY AND EXPENSE CONTROL (20 minutes), J. L. Dart. 
comptroller, Florida National Bank, Jacksonville, Florida. 
INCOME FROM BANKING SERVICES (20 minutes), J. F. Flour. 
noy, Jr., vice-president, Whitney National Bank, Ney 
Orleans; discussion following each topic. 


THURSDAY, 7:30 P.M. MANAGERIAL PROBLEMS IN PUBLIC RE- 
LATIONS AND EDUCATION. Call to order by President Smith; 
BANKING TALKS TO SCHOOLS AND CLUBS (15 minutes), J.A 
Reagan, vice-president and cashier, Peoples Bank & Trust 
Company, Rocky Mount, North Carolina; BANKING EDvea- 
TION AND PUBLIC RELATIONS (15 minutes), R. M. Johnson, 
assistant cashier, Deposit Guaranty Bank & Trust Company, 
Jackson, Mississippi; HOW ONE BANK MET ITS PUBLIC RELA- 
TIONS PROBLEMS (20 minutes), Robert V. Fleming, president, 
The Riggs National Bank, Washington, D. C.; THE RaDION 
PUBLIC RELATIONS (20 minutes), demonstration by members 
of Atlanta Chapter, American Institute of Banking; discus- 
sion following each topic. (CONTINUED ON PAGE 5?) 


June 18-19 
June 21-22 
June 24-26 


Colorado, Stanley Hotel, Estes Park 

Utah 

Virginia and West Virginia (Joint Convention), the Green- 
brier, White Sulphur Springs, West Virginia 
Michigan, Grand Hotel, Mackinac Island 

Delaware, Rehoboth 


June 24-27 
Sept. 9 


Group Meetings 


Arkansas, Group 4, El Dorado 

Arkansas, Group 2, Heber Springs 

Arkansas, Group 1, Marion 

Arkansas Junior Bankers Educational Conference, Rus- 
sellville 


Mar. 16 
Mar. 18 
Mar. 19 
May 31 


Other Organizations 


Convention of Great Lakes Region, National Association 
of Real Estate Boards, Kentucky Hotel, Louisville, 
Kentucky 
Convention of North Central Region, National Associs- 
tion of Real Estate Boards, Gontenelle Hotel, Omaha, 
Nebraska 

National Association of Mutual Savings Banks, Waldor'- 
Astoria Hotel, New York 

New Jersey Savings Banks Association, Montclair Golf 
Club, Montclair, New Jersey 

National Safe Deposit Convention, Willard Hotel, Wash- 
ington, D. C. ; 
Convention of Central Atlantic Region, National Assocs 
tion of Real Estate Boards, Biltmore Hotel, New York, 
N.Y. 

Financial Advertisers Association, Syracuse, New York 
Annual Meeting of the National Association of Bank 
Auditors and Comptrollers, Boston, Massachusetts 
Annual Convention, National Association of Real Estate 
Boards, The William Penn Hotel, Pittsburgh, Pennsy!- 
vania 

Savings Banks Association of the State of New York, The 
Greenbrier, White Sulphur Springs, West Virginia 
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Mar. 19-20 


Apr. 9-10 


Apr. 28-30 
May 6 

May 68 
May 14-15 
Sept. 13-16 
Oct. 11-14 


Oct. 18-23 


Oct. 20-21 


INNER TUMULT 


We know people as we know the earth 


—largely on the surface. The volcano, 
which is nothing more than a pipe lead- 
ing to inner depths, may erupt and 
spread death and destruction. And 
some unpredictable inner tumult may 
cause a human eruption—a theft, a 
crime, a defalcation—that may bring 


financial ruin and human misery. 


The residents of National Surety Town 


—a group, with their dependents, 
equalling the combined population of 
Chicago and Philadelphia—are pro- 
tected against these unpredictables in 
their fellow man. 


National Surety representatives every- 
where—themselves picked men—are 
selling fidelity bonds and blanket bonds; 
plus protection against burglary, 
forgery, and many other dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 


Copyright National Surety Corporation, 1937 


New York 
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CALENDAR—Continued 


FRIDAY, March 26, 9:30 A.M. Call to order by President 
Smith; PERSONAL LOAN DEPARTMENTS IN BANKS (20 min- 
utes), Merle E. Robertson, president, Liberty National 
Bank & Trust Company, Louisville, Kentucky; THE PLACE 
OF F.H.A. MORTGAGES IN BANKS (20 minutes), Oscar Wells, 
chairman of board, First National Bank, Birmingham, Ala- 
bama; PRESERVING THE ASSOCIATION BETWEEN BANKING 
AND TRUST BUSINESS (20 minutes), Richard G. Stockton, 
vice-president, Wachovia Bank & Trust Company, Winston- 
Salem, North Carolina; discussion following each topic. 


FRIDAY, 2:15 P.M. A.B.A. ACTIVITIES IN BANKING STUDIES 
AND RESEARCH. Call to order by President Smith; uTILiza- 
TION OF RESEARCH BY THE AMERICAN BANKERS ASSOCIATION 
(20 minutes), President Smith; RESEARCH ON FEDERAL 
LENDING AGENCIES, POSTAL SAVINGS AND BANK CHARTERING 
(20 minutes), F. F. Florence, member, Committee on Bank- 
ing Studies, A.B.A. (Republic National Bank & Trust Com- 
pany, Dallas, Texas); RESEARCH IN COSTS AND METHODS 
OF OPERATION (20 minutes), James H. Penick, member, 
Committee on State Bank Research, State Bank Division, 
A.B.A. (W. B. Worthen Company, bankers, Little Rock, 
Arkansas); discussion following each topic. 


SUBSCRIPTION DINNER MEETING 
An informal subscription dinner meeting will be held in the 
hotel ballroom on the evening of Friday, March 26. 


SAVINGS CONFERENCE PROGRAM 


FOUR general sessions, two luncheon meetings, a forum for 
managers of school savings departments, and the annual 
banquet provide a varied program for bankers attending the 
Spring Savings Conference sponsored by the Savings Divi- 
sion, American Bankers Association, at the Waldorf-Astoria, 
New York, on March 11 and 12. 

The program for the first day of the general conference 
presents these speakers and subjects: “Monthly Payment 
Credits and Personal Loans”, Warren S. Shepard, vice- 
president, Worcester County Trust Company, Worcester, 
Massachusetts; “‘ Trend of Interest Rates’’, Marcus Nadler, 
assistant director, Institute of International Finance, New 
York; “Savings Banking Under Changing Conditions”, 
Roy R. Marquardt, assistant vice-president, First National 
Bank, Chicago; “‘ Bank Officers Back in School”, Edgar A. 
Craig, treasurer, Dorchester Savings Bank, Dorchester, 
Massachusetts; ‘“‘Popularizing Savings”, P. R. Williams, 
vice-president, Bank of America, N.T. & S.A., Los Angeles; 
“Supervision of Banks”’, Carl K. Withers, New Jersey Com- 
missioner of Banking and Insurance. 

The program for the second day’s business sessions is as 
follows: “Government Activity in the Lending Field”, 
Wood Netherland, Chairman, Committee on Banking Stud- 
ies, American Bankers Association; “ Uniformity of Interest 
Rates and Regulation”, George J. Bassett, president, Con- 
necticut Savings Bank, New Haven; “The Place of F.H.A. 
Mortgages in Savings Banks and Savings Departments”, 
Frank W. Sutton, president, First National Bank, Tom’s 
River, New Jersey; ‘What Is a Reasonable Program in Re- 
vamping the New York Moratorium on Mortgages?”, 
Pliny W. Williamson; “Banking Does Change”, John J. 
Driscoll, Jr., Driscoll, Millet and Company, Philadelphia; 
“How to Capitalize the Thrift Influence under the Social 
Security Program”, W. R. Williamson, actuarial consultant, 
Social Security Board, Washington, D. C.; “What Do We 
Know About Municipal Bonds?”’, Charles F. Aufderhar, Jr., 
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Savings Banks Trust Company, New York; “What Secu 
ties May Be Used for the Investment of Bank Funds?” 
Lindsay Bradford, president, City Bank Farmers Tre; 
Company, New York. 

The forum, a new Conference feature, will take UP Vario 
phases of school savings activity, including operating me . 
ods, thrift education, publicity, and methods of stimulati 
deposits. These discussions, scheduled for March 12 hav 
been divided into three sections under the general headi ; 
“Shortest Methods of Handling School Savings Collections 
and Deposits”, “Thrift Education”, and “Making Schoo| 
Savings Profitable’”’. 

Interesting speakers will address the luncheon meetings 
and the banquet. The latter takes place on the evening of 
March 11. 


POSTAL SAVINGS STUDY 


A RESOLUTION asking Congress to amend the Postal 
Savings Act of 1910 “to bring the administration of the sys- 
tem again within the purpose governing its establishment 
namely, to furnish supplementary and non-competitive ay. 
ings facilities”, has been adopted by the Administrative 
Committee of the American Bankers Association. 

This action, announced by President Tom K. Smith, was 
the result of a survey of the postal savings system made by 
the Association’s Committee on Banking Studies. The sur- 
vey, recently published in book form, is an exhaustive study, 
including statistical material and charts. : 

Speaking before the Regional Banking Conference at 
Pittsburgh, Wood Netherland, Chairman of the Committee 
on Banking Studies, presented a summary of the Commit- 
tee’s findings. 

“The study made by the Committee of the circumstances 
attending the enactment of the Postal Savings Act,” said 
Mr. Netherland, “discloses that the principles underlying 
the establishment of the postal savings system were: (1) To 
furnish bankless communities with savings facilities; (2) to 
operate the system as a supplement to banks and not in 
competition with them; (3) to redeposit, insofar as possible, 
the funds received through the postal savings system in 
banks located in the same communities where the funds 
originated; (4) to guarantee the safety of the savings of the 
individual with small means. 

“The findings of the Committee based on the studies ex- 
hibit the digressions in the operation of the postal savings 
system from the principles underlying its establishment.” 

Four findings were made. Mr. Netherland reported them 
as follows: 

1. “Postal savings depositories generally are not estab- 
lished in bankless communities, despite the fact that the aim 
of the Postal Savings Act was to furnish such communities 
with savings facilities.” 

2. “The postal savings system is in direct competition 
with banks, despite the fact that one of the principles upon 
which the passage of the Postal Savings Act was conditioned 
was that the system should be supplemental rather than 
competitive in nature.” 

3. “The disposition of the postal savings funds is not that 
planned by the Congress which established the system.” 

4. “The savings facilities offered by banks today are 
more adequate than in 1910.” 

After stating each finding, Mr. Netherland offered evi- 
dence developed by the Committee to support it. 


INCOME TAX RULING 


THE Trust Division has sent an income tax memorandum to 
members stating that banks and (CONTINUED ON PAGE 54) 
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PROSPERITY RETURNS.... 
BUT, HOW ABOUT PROFITS? 


Pp ITLESS prosperity is already beginning to worry the 
officials of many companies. As business picks up, waste 
appears in many dangerous, unforeseen forms. Expenses, for- 
merly kept well in line, suddenly increase and soon get out of hand. 

Are you fighting waste as vigorously as you did in 1932 and 
1933? With May Expense Controls, your task would be much 
easier. They would be developed especially for your business by 
experienced May Engineers and would provide a guide for a con- 
tinuous and positive check-up of all items of expense. 

Last year, 323 companies, representing 57 different industries 
in the United States and Canada, employed the May Company 
to help them cut operating costs. May Expense Controls were 
an important aid in producing results for these companies. 

Make the most of your 1937 sales! If you are not earning at 
least 10% net profit, then you should investigate May Expense 


Controls now. Write our nearest office for complete information. 


GEORGE S. MAY COMPANY 


CHICAGO NEW YORK 
2600 North Shore Ave. is 122 East 42nd St. 
SEATTLE <i ATLANTA 
710 Second Avenue 134 Peachtree St. 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 
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Trough New Yorke State 


6,277 BOATS: That many vessels were cleared in Just as the Marine Midland bank in New York City 
and out of the harbors of New York State last year. serves many shippers...handles export financing for 
The goods they carried were worth more than two many up-state customers ... likewise the up-state 
billions. In addition to Buffalo and other up-state Marine Midland banks take active part in moving 
ports, there is a new transatlantic harbor at Albany. goods in and out of America’s richest market. 


BARGE LIFE: The State Barge Canal and canalized LOWER AWAY: Rail connections with the state’s 
rivers of New York form a waterway 900 miles long. harbors and waterways make it possible to tranship 
Shipping costs are low in communities served by from vessel to freight-car. There are over 8400 miles 
Marine Midland banks throughout the state. of railroads serving every part of the state. 


ORE: In recent years, over 
$100,000,000 has been invested 
in New York State plants for pro- 
duction of ironand steel. One 
reason is that materials, such as 
ore, can be shipped in at low cost 
from their deposits up the Lakes. 
Industry in New York is so diver- 
sified that 90% of all the different 
kinds of goods made in the USA 


are made in this state. 


MARINE MIDLAND 
BANKS 


THROUGHOUT NEW YORK STATE 


NEW YORK CITY * BUFFALO * ROCHESTER * BINGHAMTON NIAGARA FALLS * JAMESTOWN 
TROY * WATERTOWN * LACKAWANNA * LOCKPORT * OSWEGO * TONAWANDA * N. TONAWANDA 
BATAVIA * ENDICOTT * PALMYRA * JOHNSON CITY * MALONE * ALBION * AVON * MEDINA * SODUS 
EAST AURORA * CORINTH * ALEXANDRIA BAY + WEBSTER * MIDDLEPORT * SNYDER * CORTLAND 


Address inquiries to Marine Midland Trust Co., New York City or to Marine Trust Co., Buffalo. 
All Marine Midland banks are Members Federal Deposit Insurance Corporation 
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CALEN DAR—Continued 


trust companies making income tax 
returns as fiduciaries need not give de. 
tailed information on interest received 
for the year 1936, according to a rulin 
by the Bureau of Internal Rite 
The memorandum says: 

“On January 15 the Trust Division 
by letter, made representations to Com. 
missioner of Internal Revenue Guy T. 
Helvering requesting that banks and 
trust companies, when preparing in- 
formation returns on Form 1041 and 
tax paying returns on Form 1040, be re. 
lieved from the requirement of furnish- 
ing detailed lists of taxable interest 
reported on such returns for the calen- 
dar year 1936. Among other things, the 
letter set forth the burden of additional 
work, expense, and difficulty which 
would have been placed upon fiduciaries 
by the requirement. In view of the facts 
submitted it was respectfully requested 
that the requirement for furnishing de- 
tailed lists of taxable interest reported 
on information return, Form 1041, and 
on tax return, Form 1040, to be filed by 
fiduciaries for the calendar year 1936, 
be waived. 

“On January 19 the following tele. 
gram was received: ‘Reference letter 
15th banks and trust companies making 
returns on forms 1040 and 1041 as 
fiduciaries need not give detailed in- 
formation regarding interest received 
for calendar year 1936.’” 

The Division’s communication to 
members pointed out that this ruling is 
applicable in the preparation of March 
15 returns. 


CHECK PROTECTION 


A LEAFLET entitled “Thumbprints 
to Stop Bad Check Passers”, for dis- 
tribution among a bank’s customers, 
has been prepared by the Association's 
Protective Department to aid in popu- 
larizing the practice of requiring thum)- 
prints beneath the endorsements of 
checks presented by strangers. 
Unless something is done to stop 
worthless and forged checks this form 
of crime will continue to cause heavy 
losses to both banks and depositors, the 
leaflet says. It is estimated that more 
than 95 per cent of these losses are 
borne by individuals, merchants, hotels, 
motor service stations and smaller 1- 


| dustries. 


The Department recommends as a 
precaution that the addition of a single 


| print of the right thumb underneath the 


endorsement on a check should be mace 
a requirement before cashing or accept 
ing in trade checks from persons not 
well known. 
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NION BANK & TRUST COMPANY 


FORT woRTH 
TEXAS 
omoany 
National Cash Register 


Dayton, © 


Gentlemen: 
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“WELL SUITED 
10 
OUR NEEDS” 


Says MR. DAN E. LYDICK, 
president of the Union Bank 
and Trust Company, Fort 
Worth, Texas. 


Yours very truly, 


Gm 


Dan Ee Lyd 


ONE of the most satisfactory features of the 
National Posting Machine is its flexibility. Banks 
of all types and sizes find this machine ideal for 
their requirements. When the machine is not being 
used on depositor’s ledgers and statements, it may 
be used for various kinds of proof and transit 
work. It is perfectly adapted for many kinds of 
bank bookkeeping. 

Our local representative can tell you more fully 
of the advantages of a National System. Get in 
touch with him. Or write us direct, if you prefer. 
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ck, President 


— Send for National’s Payroll 


Plans that provide records 
which conform with Social 
Security Legislation. 


DAYTON, O 
ACCOUNTING MACHINE DIVISION 


Cash Registers ° Typewriting-Bookkeeping Machines 
Posting Machines ° Bank-Bookkeeping Machines 
Check-Writing and Signing Machines * Analysis Machines 
Postage Meter Machines ° Correct Posture Chairs 
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(iL EQUIPPED WITH 
ALARMS 


IDDEN beneath the surface of Todd Super- 

Safety and Protod-Pantagraph Checks 
are hundreds of invisible VOIDS—on guard, 
ready to flash forth and cancel the check 
forever the instant ink eradicator is applied. 
When erasure by rubber, knife, or similar 
means is attempted, the sensitive intricate 
surface design disappears leaving glaring 
evidence of the attempted alteration. 


In addition to these two barriers against 
alteration Super-Safety and Protod-Panta- 
graph Checks provide another exclusive and 
equally important safeguard—PROTECTION 
AGAINST COUNTERFEITING. The paper on 
which they are lithographed is sold only in 
the form of finished checks. It cannot be ob- 
tained in blank from paper dealers or any 
other source. It is handled only by bonded 
employees working behind locked doors, 
every sheet is accounted for through each 
step of processing and lithographing, and 
all scraps large enough to be used for checks 
are destroyed under careful supervision. 


Give those who entrust their funds to your 
care the benefit of these exclusive safeguards. 
Join the thousands of banks both large and 
small that are providing their depositors with 
the three-way, loss preventing, protection of 
Super-Safety or Protod-Pantagraph Checks. 


A postal card to Rochester or a phone call 
to the nearest Todd office will bring a rep- 
resentative to explain in detail the many dis- 
tinctive features of Super-Safety and Protod- 
Pantagraph Checks, as well as the complete 
designing, lithographinsg and imprinting serv- 
ices available to users of Todd products. 


TODD COMPANY, INC 


ROCHESTER, N. Y. 


Piants at: BOSTON .. . BROOKLYN .. . CINCINNATI . . . CHICAGO 


DENVER ... DALLAS ... BIRMINGHAM .., ST. PAUL 
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This Year’s Financial Advertising 


CREASED advertising appropria- 

tions for 1937 were reported by 43 
if the 97 financial institutions which 
replied to a questionnaire sent by the 
financial Advertisers Association to its 
nembers. This is 44.3 per cent of the 
porting institutions. Last year 32.14 
per cent of the 84 replies received to a 
jmilar question said that the advertis- 
ing budget was to be larger in 1936 than 
in 1935. 


A VARIETY OF MEDIA 


IN 53 institutions the expenditure 
will remain the same as last year, while 
one is making a 10 per cent decrease. 
The most widely used media are to be 
newspapers, direct mail, outdoor ad- 
vertising, radio, lobby and window 
posters, national publications, sectional 
publications and car and bus cards. 

Replies to the questionnaire disclosed 
avariety of promotional plans for 1937. 
Sixty-one of the institutions are con- 
ducting staff meetings on customer 
rations (62.8 per cent against 53.7 
per cent last year). Sixty-two said that 
oficers would make regular calls on 
customers, while 46 are providing edu- 
cational talks before schools, clubs and 
civic organizations. One bank plans to 
invite classes from commercial and high 
schools to visit it. 


A VARIETY OF SUBJECTS 


ANSWERING a question as to what 
would be advertised, the association 
members named a long list of banking 
and financial services. In the loans 
category, the classifications mentioned 
in the largest number of replies were 
commercial, F.H.A. (Titles I and II), 
and personal. In general banking, the 
most emphasis is to be placed on insti- 
tutional and educational advertising, 
dosely followed by promotion of per- 
sonal checking and commercial check- 
ing services. In trust business, particular 
stress is to be placed on executorships, 
trusts under will and living trusts, while 
savings advertisements will emphasize 


general themes, Christmas and vaca-_ 


tion clubs, and save-by-mail plans. 
Some of the reporting banks com- 
mented on their plans for the year. 
Here are a few excerpts: 
“One of our best advertising media, 
which costs us practically nothing, is 
‘wo display windows in which coins, 
pictures, relics, etc., of local interest are 
7 Windows are changed each 
“We, as a new bank, have been 
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spending a limited amount for advertis- 
ing. This year we plan to triple our 
appropriation.” 

“We shall reduce our newspaper 
space by about 40 per cent and substi- 
tute our own monthly publication to 
be distributed in local areas.” 

“Our promotion plans are becoming 
more direct selling and merchandising, 
and less general.” 

“ Appropriation will be increased 100 
per cent, due to remodeling of banking 
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room and realization that sufficient ad- 
vertising has not been done.” 

“We find a pleasant and profitable 
reaction to officers’ calling on customers 
personally.” 

“We shall make a local bank survey 
through questionnaires, obtaining from 
depositors suggestions for improvement 
of service.” 

The association has more recently 
sent to its members a questionnaire on 
collection department activity charges. 


1937 


For The Investment 


Of Bank Funds 


The First National Bank of Chicago 
maintains an active market in all 
issues of United States securities, 
buying and selling government 
bonds and short-term notes for its 


own account. 


The experience of more than seventy 
years and immediate contact with 
principal cities makes this bond serv- 
ice particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and a daily quotation 
sheet will be mailed on request. 


Telephone FRAnklin 6800 


Teletype CGO .. 


987 


The First National 
Bank of Chicago 


EARLY $13,000,000 of “other real 

estate” properties have been sold 

in the last four years by a bank in the 

Middlewest, at an average advertising 
cost of $8.67 per $1,000 of sale. 


Here is the record: 


Naturally, the local daily newspapers 
received the bulk of the advertising, 
which was the specific listing of proper- 
ties and descriptions, sometimes ac- 
companied by photographs. 

In the early years of the sales and 
advertising effort, listings were less 
frequent, but institutional copy stress- 


Cost of Advertising 


per $1,000 Sale Annual _ ing the enduring value of real estate for 
_— $13.54 $1,026,159 investment and home ownership was 
1934 12.81 1,272,401 
1935 4.96 3,205,086 used. A determined effort was also made 
1936 3.39 6,094,175 to enlist the cooperation of real estate 


Insure the investment you are making in training him for your organization. If he 
later proves untrustworthy, yours is a double loss. To the amount involved through 


defalcations, is added the investment in his training. 


Business concerns that bond their employees with Standard of Detroit, have cut 
these losses to a minimum. Standard maintains extensive facilities for investigation 
of its large volume of Bonding business, enabling a more comprehensive study of 
an applicant’s character than is possible with the limitations to which the average 
investigation is subject. Through these facilities, a larger percentage of the known 
or potentially dishonest are weeded out, and worthy cases are bonded in amounts 
commensurate with the risk involved. Consult your local Standard agent for a com- 


plete program of Casualty Insurance and Bonding protection. 


consequences of unforeseen hazards, until today over a million persons are protected 


through some form of its Casualty Insurance or Bonds. 


STANDARD 
ACCIDENT INSURANCE COMPANY 


Ytandard Service 


Real Estate Advertising Sells 


For 52 years, Standard has protected business and individuals against the financial | 


brokers. While the bank’s “other req] 
estate department” had its own sales 
force, it found that real estate brokers 
were largely instrumental in bringing in 
leads and consummating sales, and it 
desired to have the cooperation of this 
group. All advertisements of any kind 
during these earlier years included the 
line, “We cooperate with your real 
estate broker.” 

This advertising had a good effect on 
the real estate market in general. 

Another factor in the sales record 
has been the use of advertisements in 
the foreign language, suburban and 
relatively smaller newspapers. Depend- 
ing upon the locations of the properties 
for sale, German, Bohemian, Hunga- 
rian, Slovenian, Polish, Jewish and 
Italian newspapers were used. 

It has long been demonstrated that 
| most foreign-speaking groups bring with 
them to this country the Old World vir- 
tue of thrift. These people have 
proved to be likely prospects. 

In 1936, the average selling price of 
all property was $4,695, the average 
down payment was $993 and the ratio 
of down payment to total price was 
21 per cent. 

In 1936, 48 per cent of all the proper- 
ties offered for sale were sold. This per- 
centage in 1935 was 34 per cent. 


F.A.A. BOARD MEETS 


Thomas J. Kiphart, Cincin- 
nati, at the F.A.A. board of 
directors’ meeting at the Wal- 
dorf-Astoria, New York, on 
February 11 
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Talk Plain 
English 


HE importance of this simple though 
Torintd statement was brought to 
the attention of a young bank executive 
in a midwestern city bank recently by 
an old customer of the institution. 

This customer, who was familiar with 
the various services of the bank and had 
done business with it for many years, 
was motivated to make this suggestion 
as the result of an incident that had oc- 
curred while he was negotiating a loan 
at the bank’s discount department. 
Although he was a frequent borrower, 
this customer admitted that he did not 
know exactly what had happened or 
what he had signed. This, he said, was 


due to the use by the lending officer of a | 


particular term, indeed very familiar to 


the bank employee, but to the customer | 


just so much Greek. 


A reminder to those tellers and others 


of the bank’s staff who contact the pub- 
lic, not forgetting the executives, would 
be of great benefit in eliminating this 
bad habit prevalent in many banking 
institutions. The use of clear, simple 
language, coupled with an understand- 
ing patience in our customer relations, 
would reap dividends for both the bank 
and the employee. 
Putt E. DONALDSON 


Kansas City, Missouri 


F.A.A. BOARD MEETS 


William Neal, Winston-Salem, 

N. C., first vice-president of 

the F.A.A., as he attended 

the association’s directors’ 
meeting 
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A NEW WAY TO BUY—AFTER 1900 YEARS 


Yy B 


STRONG ENOUGH 


PERMANENT. 


Papers have been made from rag- 
fibres for 1900 years . . . exist after 
1900 years. Small wonder that until bus- 
iness demanded permanent papers in 
huge amounts, only all-rag papers were 
made to withstand age-deterioration! 

Now this has been changed, with 
Permanized Papers that offer modern 
business safety plus economy. Per- 
manized Papers are made to take care 
of the two kinds of permanence de- 
manded by business -- Active-Perman- 
ence to resist wear, and Passive-Per- 
manence to resist the ravages that age 
makes on paper’s strength and beauty. 
You can buy a Permanized Paper in 
any one of 5 degrees of Active-Per- 
manence -- yet every one gives you 
positive Passive-Permanence. 


ECONOMY AND SAFETY 
Because you no longer need buy ex- 
cess strength to secure permanence, 
you can make worthwhile economies 


with Permanized Papers. And, if you 
buy the proper degree of Active-Per- 
manence, your important operation or 
cost records, ledgers, etc.,arecompletely 
safe. For Permanized Papers will wear 
out, but they will not disintegrate from 
age. You can buy them on one simple 
rule: “When a Permanized Paper is 
strong enough, it is permanent!”. And 
the necessary strength is easy to judge! 


AN EXCLUSIVE ADVANTAGE 


This advantage is exclusive with 
Permanized Papers. It is secured by 
the use of a new Passive-Permanent 
paper-making fibre that is used along 
with new rag-fibres - - Solka-Durapulp. 
Yet Permanized Papers cost no more 
than ordinary rag-content Bonds and 
Ledgers madewith non-permanent pulp. 

For samples and information on the 
safety and economy that Permanized 
Papers will give you, return the cou- 
pon. Do it now ~ before you forget! 


WHITING-PLOVER PAPERCO.,StevensPoint, Wis. 
Send me your new book and other information 


NAME 

ST. & NO. — 
CITY 
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F year ogee which always seems to that in a few moments time the inquir- 
invite much interested discussion ing official can avail himself of these 
at group meetings of bank represent- valuable records. 

atives of the smaller institutions is | The most generally used and satis- 
the most satisfactory method of filing factory method of accumulating credit 
credit information. That a bank cannot information is to set up a file especially 
possibly know too much about its for this purpose. Folders should be 
borrowing customers was brought home headed up for each individual borrow- 
very forcefully, and in some instances ing name, and names should in turn 
very painfully, during the liquidation be filed in alphabetical order. These 
period of a few years back. Data should folders should be of rather substantial 
be so centralized and concentrated material and should open like a book. 


NCE 
Chartered 1842 


ONLY ONE 
of Ste Kind 


A number of insurance companies can point to a 
95-year record. 


Many are known for conservative management and 
unquestioned financial strength. 


Many issue policies which are non-assessable, and 
some write contracts which participate in profits 
and thus reduce the net cost of insurance protection 
to their policyholders. 


Many receive business through brokers, thus en- 
abling policyholders to be represented by specialists 
who act entirely in their interests. 


But Atlantic is the only insurance company known 
to us about which all of the foregoing statements 
can be made. This unique combination offers special 
advantages, both to brokers and to their clients. 


Review with your broker your goods-in- 
transit, fire, yacht, jewelry, fur, fine arts and 
registered mail insurance needs. Ask whether 
your risks will qualify for Atlantic insurance. 


ATLANTIC 


TRANSPORTATION 


FINE ARTS + JEWELRY M UT UAL 


FIRE INSURANCE NEW YORK 


. COMPANY 


Baltimore Boston Chicago Cleveland « Newark Philadelphia 


A Small Quick Credit File 


The data should be fastened in the 
center at the top of the right side of the 
folder as it is opened. Some of the More 
important items which can be filed 
in these folders are as follows: financial 
and operating statements, spread state. 
ment sheets, comparative statements of 
important operating ratios, correspond. 
ence between the borrower and the 
bank, officers’ memoranda, agency re. 
ports, general information and miscel- 
laneous data. This list may be added to 
or reduced to suit the type of borrower 
and the individual bank’s needs. 
Periodically this general credit file 
should be revised, with more current 
statements and other information being 
added. The frequency of this operation 
varies in banks from periods of six 
months to a year. A small card tickler 
system can be used very advantageously 
in facilitating this work. A card should 
be headed for each borrower and the 
month or months designated in which 
the file is to be revised and brought up 
to date. These cards are then filed in 
alphabetical order according to months. 


FIVE YEARS AT A TIME 


AN auxiliary credit record should be 
kept which shows the history of the 
deposit balances carried by the bor- 
rowers. This can be very efficiently re- 
corded on a card which has the months 
of the year listed down the left margin 
and columns for as many years as the 
width of the card will permit. A card 
large enough to accommodate four or 
five years should be used. 

At the close of each month these cards 
should be turned over to the individual 
ledger bookkeeper to post the approx- 
imate average balance carried by each 
borrower. It is not necessary that these 
averages be actually figured; a glance 
at the running balances for the monthis 
sufficient to arrive at an approximate 
average. Instead of showing the average 
balance for the month, some institutions 
record the high and low balance. 

However, in banks where accounts 
are analyzed monthly for service charge 
purposes these cards can be of a some- 
what more elaborate form. They might 
show in addition to the average ledger 
balance the average collected balance 
and the net profit or loss which the 
bank realized on the account. It should 
only be necessary to copy this informa- 
tion from the analysis record. These 
cards should be filed alphabetically, as 
to borrowers in a separate file in the 
credit department. J. W. M. 
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One account— 
many correspondents 


Imagine 478 correspondents in 295 
California communities all closely iden- 
tified with every phase of business, 
industry, and agriculture! The services 
of these correspondents are available 
to you through ONE account with 
California’s only statewide bank, which 
has more than 1,500,000 depositors 
throughout California. 


Inquiries regarding this responsive 
statewide service are given prompt 
attention. 


BANK of AMERICA = PAYMENT COUPON BOOKS 


NATIONAL TRUST & SAVINGS ASSOCIATION ® No matter how large or small 


<==} The Statewide National <> your department may be, you will 
<= welcome the effectiveness, sav- 
MAIN OFFICES ings and simplicity of the Coupon 

San Francisco: No. 1 Powell Street Book System. 

Los Angeles: 660 So. Spring Street . ... It eliminates advance no- 


tices—includes a means of paying 
conveniently by mail as well as 
in person — decreases inquiries 
concerning the standing of ac- 
counts—reduces “partial pay- 
ments” to a minimum—provides 
the quickest method of receiving 
payments—shows the teller if 
payments are late, so that fines or 
charges may be collected without 
reference to any other records— 
fits in with any methods of main- 
taining accounts— and supplies 
the customer with a simple and 


at clear record of payments made 


and payments due. 


FIRE INSURANCE | The fact that our largest 


Finance Companies and Personal 
Loan Banks use Allison’s Pay- 
a , : ment Coupon Books is the best 
Hotel Washington BECAUSE . . . end com 
@ The Beardie plete payments with a minimum 
directly opposite of expense. 
@ The U. S. Treasury is just 2° 
across the street 
TT | PRICES, SAMPLES AND COM- 
PLETE INFORMATION WILL 
BE CHEERFULLY FURNISHED 
@ The Federal Land Bank is WITHOUT COST OR OBLI- 
only 11% blocks distant GATION. WRITE TODAY. 


| HOTEL WASHINGTON 
OF ALLISON COUPON (0. 


y 4 h ifs Dept. of Commerce, overlooking ESTABLISHED | 888 
HONORABLE DEALING White House and Parks. Factory and Executive Offites 


WASHINGTON, D. C. INDIANAPOLIS. INDIANA 


FLOYD E. RUSH, Manager 


COMPANY 


he 
of 
d- 
c* 
IN 
PONS 
rer pA 
le 
nt | = 
ng 
on 
six | 
ler | 
ld 
he 
ch 
up 
in 
S. 
be y = 
or 
ds , 
al | 
ce 
is 
ite 
ns 
ts 
1e- 
ht 
_ 
ce 
ld 
as 
he 
61 
iG 


IMPRINTING: Lhe word 
no Dictionary can define 


Applying ink to 
|| paper is only one 
of eighteen steps 


in imprinting. 


HAT do you expect 

to receive, in return 

for your agreed price, 

when you buy imprint- 
ing on checks? 9Here are some of 
the things we mean by imprinting: 
specially-built presses, carefully se- 
lected type faces, binding equipment 
made just for this work, numbering 
and cutting machines —all of which a 
stationer must have before he can begin to 
manufacture, and all of which means an invest- 
ment of many thousands of dollars. § Checks 
are wrapped and packed properly, stored and 
guarded against fire, damage, and loss or pil- 
ferage for improper use. Each book of checks 
is proof-read and examined at least six times 


before being shipped; made uniform in quality, 
even on rush orders; and most of all, created 
with specialized experience and craftsmanship. 
4 If all this goes into your checks, you and 
your customers are buying service, as well as im- 
printing. And the chances are that you buy from 
a member of the Institute of Bank Stationers. 


120 WALL STREET, NEW YORK 
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Several Bookkeeping Economies 


NE of the many details that are 

determining factors in the cost of 
operating a bookkeeping (checking) 
department is the size of the ledger and 
statement sheets. On close analysis 
it will be found that the size of these 
work sheets largely affects the efficiency 
of the entire operation. 

Briefly, the larger the sheets, the 
greater the stationery cost, the greater 
the filing costs, the slower the machine 
operation, the greater the work space, 


and finally the larger the postage bill. | 


Many bank men have either assumed 
or inherited the idea that a three check 


position plus a space for the old balance | 
pick-up must necessarily determine the | 


size of the ledger and statement sheets; 
consequently we find many banks using 


a ledger that averages 1134 inches 


across. 


SAVING OBVIOUS HERE 


IN the first place, when the daily 
activity per account is analyzed it will 
be found that not less than 85 per cent 
and often 90 per cent or more of the 
accounts can be handled nicely with a 
two check position, assuming that lists 
are made on and over a given number 
of checks. Fifteen is a good minimum. 

The “old balance” pick-up belongs 
to-the journal roll or sheet. It should 
have no place on the ledger or state- 
ment sheets, particularly since it is 
rare indeed that one bookkeeper will 
counter the error of another on this 
work. Operating 40 ledgers over a period 
of two years has not produced half a 
dozen such errors that ran to a trial, 
and when mistakes do happen they are 
not difficult of solution. 

Eliminating the third check position 
and the space for the old balance gives 
us a ledger that measures 714 inches 
across. The depth is of no material 
difference, although 914 to 10 inches 
is practical. Filing facilities should 
govern the depth. 

This reduced size immediately cuts 
the statement cost, even though some 
accounts may run more ledger sheets 
over a given period. Next, and more 
desirable from an economical stand- 
point, is the time reduction in the vari- 
ous parts of a bookkeeper’s operation. 
Being smaller and more rigid, the sheet 
moves more easily in the trays and 
speeds the selection of accounts. 

The insertion or feeding to the ma- 
chines is much faster, since no “ flappi- 
ness” develops; in fact, it soon becomes 
a fast one-hand operation. The work of 
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the machine is automatically speeded 
because in each complete posting there 
is less carriage travel and, lastly, the 
motion of transferring the sheet from 
the machine to the tray is also speeded. 

Separately, these small bits of time- 
saving mean little. Collectively, how- 
ever, they are very important and quite 
valuable, particularly since they are 
repeated over and over again. Often 
they mean a difference of one or more 
additional ledgers, depending upon the 


size of the bank. In our own case, these 
small details figure prominently in a 
saving of eight ledgers out of 48. 

If the posting to the ledger is the 
“dual” of a bookkeeping plan, then 
we have squeezed it to an extent where 
there is as little or possibly less “dual” 
than in other plans of bookkeeping. 

L. W. Hays 
Assistant Cashier, Pennsylvania 
Company for Insurances on Lives 


and Granting Annuities, Philadelphia. 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 


of 


Banks and Trust Companies 


for 


Directors Committees 


NEW YORK 


CHICAGO 


WASHINGTON 


Correspondent 
Headquarters 


ATLANTA 


ATLANTA, GEORGIA 


| 
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CHARTING 
RECOVERY 
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+ your institution, you are fre- 
quently called upon to invest 
funds in proposed building projects, 
or to transact other real estate busi- 
ness, where decisions must be based 
upon the soundest possible infor- 
mation. 


Dodge construction statistics have 
been used regularly for many years 
by the Federal Reserve Banks as a 
basis for reasoned judgment on just 
such matters. The Department of 
Commerce—and leading private 
financial and industrial organiza- 
tions, too—are constant users of 
these significant facts. 


It will pay you to get acquainted 
with the vital statistics of construc- 
tion recovery. In any event, you 
will be interested in the construction 
outlook for 1937. This is covered in 
our Special Bulletin entitled “‘Con- 
struction Prospects Analyzed.” A 
request will bring you a copy with 
our compliments. 


DODGE STATISTICAL 
RESEARCH SERVICE 


F.w. DODGE 


it Send for free 
Sample copies 


F. W. DODGE CORPORATION 
119 W. 40th ST., NEW YORK, N. Y. 


Send—without obligation—free sample 
copies of “General Service"’ bulletins. 


(Please attach coupon to your letterhead) 
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hs the calculation of reserve 
and the availability of collec- 
tion items, the distance be- 
tween cities is measured by 
days—not by miles. 


During the past twenty years 
this time element has been 
more than cut in half by im- 
provement in transportation 
facilities and by new banking 
machinery, such as the Federal 
Reserve Collection System. 


Additional time economy is 
provided by our continuously 
operating night and day Trans- 
sitand Collection Departments, 
in enabling you to meet pro- 
gressive increases in reserve 
requirements with least cost. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 
Member of Federal Deposit Insurance Corporation 
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Trends in Loans and Investments 


HANGES in the earning powers of 
C commercial banks and adjustments 
nade necessary in their operating 
nethods by altered relationships with 
fysiness and government are analyzed 
in a report by the Economic Policy 
Commission of the American Bankers 
Association. The report covers de- 
velopments before and after the be- 
ginning of the depression, with particu- 
lr reference to the effects of Federal 
Government financing since 1933. 

Leonard P. Ayres, vice-president of 
the Cleveland Trust Company, and 
Chairman of the Commission, in a 
foreword says: 

“The data in this report seem to 
justify the conclusions that probably for 
along time to come the proportion of 
commercial bank earning assets which 
will be invested in securities will con- 
tinue much higher than before the de- 
pression and, while the volume of com- 
mercial loans will increase as business 
recovery advances, it seems unlikely 
the. Danks as a whole will soon be able 
to return to their old practice of having 
about half of their earning assets in 
commercial loans. 

“The Commission does not view 
these conditions with apprehension, 
but deems them important. They call 
for nwdifications in banking practices. 
The expenses of bank operation will 


UNIVERSITY HEAD 


need to be readjusted to the changed 
income producing power of earning 
assets. Also more attention should be 
devoted to the problems of the wise 
handling of investment accounts.” 

The findings of the Commission’s 
report are summarized as follows: 

“In 1923 over 70 per cent of the 
aggregate loans of the commercial 
banks consisted of commercial credit 
and less than 30 per cent of collateral 
and real estate loans. In 1929 commer- 


cial loans made up only about 53% per 
cent. Their investments increased from 
$10,000,000,000 to $13,000,000,000. 
Grouping real estate loans with col- 
lateral loans and investments, as against 
the element of commercial credit, this 
composite group increased from 49 per 
cent of total earning assets to over 
61 per cent. 

“These changes reduced materially 
the liquidity of the earning assets of the 
commercial banks. Granting certain 


100% Coverage 


on the unpaid balance of 
an O. R. insured personal loan 
—costs the bank /Vothing 


HUNDREDs OF BANKS throughout the country are using Old 


Republic’s simple, practical plan of Credit Life Insurance to 


make personal loan borrowers better risks. 


Under this plan, the bank is covered 100% on the unpaid bal- 


ance due.on a personal loan, in event of the death of the borrower. 


So is the borrower’s family. So is the co-maker or endorser. Yet 


the plan costs the bank nothing to install, nothing to operate. 


A valuable by-product of the plan is the good will that ensues 


when a bereaved family is notified by the bank that no further 


has been designated to succeed 
Dr. James Rowland Angell as 
president of Yale University at 
the end of the current school 


payments on a loan will be necessary. Prompt notification to this 
effect is possible because Old Republic’s prompt check to the 
bank settles everything. 

Old Republic specializes exclusively in underwriting Credit 
Life Insurance against personal loans. It has pioneered in adapt- 
ing this type of protection to the needs of banks with personal 
loan departments. 


Details of Old Republics simple, practical plan will be 
supplied to any bank upon request. 


Old Republic Credit 


Life Insurance Company 
309 West Jackson Boulevard, (hicago 
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shortcomings in bank management, the 
predominant factors causing these 
changes arose from irresistible economic 
forces that originated outside of bank- 
ing. 

“One was the alteration in the 
financial habits of industry and trade by 
which a large part of their current 
operations were financed, not through 
commercial loans, but through capital 
transactions. Increased efficiency of 
transportation caused a considerable 
reduction in time-volume of borrowing 
required from the banks to move a 
given amount of manufacturing and 
mercantile business. 


“Tt is estimated that in 1923, of the 
total formal credit structure of the 
United States, commercial loans of 
banks constituted about 18 per cent. 
By 1929 they constituted only about 
12 per cent. 

“The banks made every endeavor to 
maintain the liquidity of their port- 
folios through the granting of the sound 
commercial loans that were offered, 
absorbing virtually the total output of 
open market commercial paper and 
increasing materially the volume of 
banker’s acceptances in use. They also 
participated in security issues along 
what appeared to be sound lines, con- 


CONTINENTAL 


ILLINOIS 


NATIONAL BANK 


AND 


TRUST COMPANY 


of 


CHICAGO 


231 SOUTH LA SALLE STREET 


One out of every six banks in the United States is 
a depositor of the Continental Illinois. 


Member Federal Deposit Insurance Corporation 


stituting a proper opportunity fo, 
increasing their financial usefulness ang 
earnings. 

“A new impact of change has been 
felt in the period since 1929, This Move. 
ment reduced the total earning assets of 
the commercial banks and further im. 
paired their liquidity. From 1929 to 193; 
the percentage of their commercial loans 
dropped from nearly 39 per cent to 
about 25% per cent. Since 1933 a re. 
expansion has occurred in their tota| 
earning assets, but loans on real estate 
and on collateral plus investments ac. 
counted for all of this increase. Com. 
mercial loans dropped further, con- 
stituting by 1935 only about 20% per 
cent of the total. 


FEDERAL BOND HOLDINGS 


“FINANCING of American industry 
and trade by corporate issues also 
underwent tremendous shrinkages. At 
the same time there occurred a tre. 
mendous increase in Federal Gover. 
ment financing. The increases in the 
investments of the banks have arisen 
mainly from their purchases of securi- 
ties issued in the course of this Govem- 
ment financing. In 1923-32 their hold- 
ings of Government bonds averaged 
about 31 per cent of their total invest- 
ments. From 1933 to 1935 they aver- 
aged over 55 per cent. Their holdings 
of this class of security rose from 
$3,740,000,000 in 1929 to $10,400,000, 
000 in 1935. In addition they held a 
large volume of obligations of Govern- 


SECURITIES SELLERS 


Frank Dunne, partner in Dunne 
& Co., has been elected presi- 
dent of the New York Security 


Dealers Association 


BLANK-STOLLE 
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Ghat Iss Gold 


“that is gold which is worth 
aid" might be interpreted 
as meaning that anything 
worth owning is worth pro- 
tecting and that you can't 
alord to do without complete 
insurance protection. Many 
aman who economized on in- 
surance premiums has spent 
a very great deal more to 
meet his own losses. We can 
tell you what your insurance 
will cost. You can’t tell us 
what lack of insurance will 
cost you. You'd better hedge. 
Well tell you how. Write. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cah Capital, - - +  $6,000,000.CO 
Surplus to Policyholders, $44,182,317.01 


Which is worth the most to 
you, the small amount you'll 
save by not carrying com- 
plete insurance or the large 
amount we may have to Fey 
you because you do? The 
mathematics of our business 
prove we can accept risks 
you can't afford to take. 


SINCE 1850 


FIRE INSURANCE CO. 
OF HARTFORD, CONNECTICUT 


Cash Capital, . - $2,000,000.00 
Surplus to Policyholders, $16,589,071.08 


Worth Gold 


Gold is not always in the 
form of ingots. When you 
Reed it most you may find it 
in an insurance contract. 


SINCE 1859 


OUITABLE 
fire € Marine Injurance @mpany 


PROVIDENCE. RL 
Cuh Capital, . . $1,000,000.00 
Surplus to Policyholders, $5,946,843.67 
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ment lending agencies for which the 
Government is contingently liable | 
through various guarantees as to prin- | 
cipal and interest. 

“Total deposits of the commercial 
banks expanded from $26,000,000,000 | 
in 1933 to nearly $35,000,000,000 in | 
1935. This was not attributable to direct 
loans to industry and commerce by 
banks, for such loans showed a large 
contraction. The main factor was in- 
crease in the public debt. The proceeds 
of Government borrowing from banks 
and other investors were disbursed for | 
relief and reconstruction expenditures 
and in loans to a diversity of interests 
through Government checks which 


came back to the banks and created 
deposits. 


“Concurrently with these Govern- | 
ment activities, there continued to be | 
an acute lack of commercial loans | 
arising from private industry and | 


trade as well as a dearth of new cor- 
porate financing in the capital markets. 


As a result of these various circum- | 


stances the estimated aggregate com- 
mercial loans of the commercial banks 
constituted a little less than 5 per cent 


of the nation’s total formal credit | 


structure. 


YIELD ON EARNING ASSETS 
“SINCE 1929 there have been marked 
decreases in the yields on all classes of 
bank earning assets. A rough index 
shows that the composite return in 


1929 was 5.76 per cent. In 1933 it was | 
4.11 per cent. By 1935 it was down to | 


3.11 per cent. In this latter period there 
was also, in respect to the investments 
of the commercial banks, a marked 


concentration in United States Gov- | 


ernment securities which return the 
lower yields. 

“These many changes seem to indi- 
cate the necessity of commercial bank- 
ing supplementing earnings from tradi- 
tional classes of loans and investments 
with income from other forms of finan- 
cial services. There is evidence of a 
more general application of service 
charges, expansion in personal loan 
activities, increased financing of instal- 
ment sales and more attention to loans 
on real estate. 

“Tt is our opinion that it would be 
preferable and beneficial that the 
economic activities of the nation should 
return to a larger extent to methods 
again productive of commercial credit. 
However, in view of the developments 


adjust themselves to operations which 
will give them satisfactory earnings on 
the basis of the nation’s business as it 
is now being conducted.” 


PROTECTS 
EYESIGHT 


| By Invitation Member 


WARRANT 
o&f QUALITY 


Model 1575 
Price $16.50 


YOU would not knowingly employ a man 
having some physical handicap which would 
impair his efficiency . . . yet poor light may 
daily be handicapping you or some of your 
valuable employees. Poor or inadequate light 
causes eye-strain—eye fatigue—and the need- 
less expenditure of bodily energy. Good light 
avoids this . . . it reduces the necessity for strain 
by making the process of seeing easier and 


| more comfortable. Faries Guardsman Lamp prop- 


erly controlls light distribution . . . it gives the 
right amount of light at every point on the entire 
working area . . . it avoids glare and shadow, 
so trying to the eyes . . . its light like properly 
controlled daylight, will make your working 
hours more productive. 


See the Guardsman today at your dealer's, if he cannot 
supply you, this advertisement mailed to us with your name 


| and address on the margin, will bring full details. 
described, it is wise for the banks to | 


MANUFACTURING CO. 


FAR I E and S. Robert Schwartz Div. 


DECATUR, ILLINOIS 
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HIDDEN SECURITY - 


Gilbert Safety check paper reminds one of an ordinary hemp rope encasing a steel wire of unbreakable 
strength. It has all the outward refinements and appearance of fine writing paper. But it also has, hidden in 
its fiber structure, chemical elements designed to defeat the most wary attempts at chemical or erasure alterations. 
This hidden security eliminates the need for a confusing “safety” pattern imprinted on the surface, affording 
maximum legibility. Its hard, lintless surface is tinted in an assortment of pleasing colors varied to match 
any bank stationery color scheme 
Gilbert Safety is made entirely under the roofs of Gilbert Paper Company, who have been reputable fine 


eh paper manufacturers for the past fifty years. Your printer, lithographer, or engraver ca) 


furnish your next checks on Gilbert Safety. 
(ile 


GILBERT PAPER COMPANY «<« « « MENASHA, WISCONSIN 


GILBERT Cafety 


| 
Nal 
‘PAY TO INE COMPANY ae 
2000 DOLLARS & = 
: } other & 
\ > ofice, 
\ 
someo 
your 0! 
ays 
ould 
Most 
please, 
too we 
me? If 
me hay 
“Re 
: The 
manag 
ment. 
Afe 
the pe 
brim 
randut 
“Loo 
wrong 
The 
this le 
our 
munic 
of ow 
do a 
tappy 
thing 
a greg 
kectors 
quarre 
after 
the ey 
ote 
@\ BEST PAPERS 
So he 
all of 
Ed 
promy 
68 BANKING Mare 


Father Was 


Wrong 


Na large New York bank’s mail one 
os was this letter, addressed to 


the president: 

“Dear Sir, 

“Did you ever save stamps when you 

vere young? If you did, then I feel sure 
yu will want to help me. 
this way—I save stamps, spe- 
cally United States. Course I save all 
her kinds, too. But trouble is, being 
aly a boy, I don’t get money to buy 
the stamps I need. So I got to figuring 
that you must get a lot of mail at your 
fice, with nice stamps on. Specially on 
valuable packages of securities. So I 
yonder if you would please try to get 
wmeone in your office to clip off and 
nail me some stamps from the mail at 
your office? 

“My Dad says I’m all wrong. He 
ays such a busy man as you are just 
would not find time to bother with a boy. 
Most times my Dad is right. But 
please, just remember that once you 
too were young, won’t you, and help 
me? If you try, please, you will make 
me happy. Thank you a whole lot. 

“Respectfully, Edwin——”. 

The letter was routed to the personnel 
manager who sent it to the mail depart- 
ment. 

A few hours later a page delivered to 
the personnel officer a large envelop 
brimming with stamps. On a memo- 
randum slip the mail teller had written: 
“Looks like the kid’s father was 
wrong.” 

Then the personnel officer dictated 
this letter: 

“Dear Edwin: 

“Itooam a stamp collector; so when 
our president forwarded your com- 
munication I sent it down to the head 
of our mail department with a little 
note saying: ‘Do you suppose we could 
do anything to make this youngster 
tappy?’ I had very little hope that any- 
thing could be done, for every bank has 
‘great number of amateur stamp col- 
“tors and stamps are spoken for and 
quarrelled over about as much as at any 
‘amp club. However, several hours 
after I forwarded your letter, I received 
the enclosed package together with a 
tote from the mail teller, saying, 
looks like the kid’s father was wrong.’ 
© here you are, with best wishes from 
all of us,” 


Edwin's thank you letter arrived 
promptly. 
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is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles: 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning: 
DELCO lighting, power 

and heating equip- 

ment; GMC trucks; 


Vi \ 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 

and institutions, in 

convenient maturities 


EDF Vv ominations at 
PLAN 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


BRANCHES IN PRINCIPAL CITIES 


ESTABLISHED MARCH 24, 1933 


* 


RESOURCES EXCEED 
$375,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, 


MICHIGAN 


Member Federal Deposit Insurance Corporation 


“Gosh”—he wrote—“‘ but you made 
me happy with those beautiful stamps 
you sent me. 

“My Dad says I danced around like 
an Indian, I was so happy. And he says 
he is surprised and delighted at your 
kindness. Thank you ever so much.” 


There was a P.S., too. It said: “At 
one time I wrote to a bank in New- 
foundland and they sent me some nice 
stamps from that country. And as you 
say you are a stamp collector also, I 
wondered if you would like some of the 
Newfoundland stamps that I have.” 
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F.H.A. 


N LENDING mortgage money un- 

der the Federal Housing plan, we 
have built up an operating system 
which, while not applicable to all banks, 
may contain suggestions that will be 
helpful to other institutions. 

When an individual calls concerning 
a mortgage, he is first interviewed by a 
qualified member of the mortgage de- 
partment. If it is apparent that the 
property will meet F.H.A. requirements, 
the prospective borrower is given an 


Mortgage Loan Methods 


application blank. When that is re- 
turned properly executed, it is sub- 
mitted to the officer in charge; if he ap- 
proves, he places the matter before the 
finance committee. If the application is 
again approved, the bank requests an 
appraisal, credit and F.H.A. fee in order 
to investigate the property and the 
statements made in the application. 
The application is assigned to an ap- 
praiser. If the appraisal warrants the 
loan and if the general aspect of the 


An Independent 


Bank and Trust Company 


CENTRAL 


HANOVER 


BANK AND TRUST COMPANY 
NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


proper ty Is good, the application Z0€S to 
the credit department. After approval 
there, two copies of the application, 5 
copy of the credit report, check for the 
F.H.A. fee, and pictures of the 
erty, are sent to the F.H.A. office. In the 
case of construction loans, two copies of 
the plans and specifications are also in- 
cluded. If the F.H.A. issues a commit. 
ment for insurance, the applicant is re. 
quired to deposit part of the title search 
fee, usually $50. This deposit and all 
information is delivered to the bank’s 
attorney who searches the title and 
notifies the bank of the closing date. At 
that time, a check is forwarded to the 
attorney to close the loan. 

At this point in the operations, two 
mortgage ledger sheets are set up. The 
first contains the name of the original 
mortgagor, premises, present owner, 
his mailing address, amount of the loan, 
F.H.A. number, fire insurance, tax pay- 
ment, appraisal report, and finally a list 
of all the instruments. The second sheet 
is a running record of the principal bal- 
ance, balance on deposit for taxes, 
F.H.A. mutual insurance premium, and 
fire insurance. This sheet also contains 
columns for service charge, interest, and 
voucher number. The monthly pay- 
ments are posted on the second sheet 
and are credited to their respective ac- 
counts on the general ledger. A separate 
general ledger, F.H.A. Mortgage Ac- 
count, is maintained, interest is credited 
to interest earned, and service charge 
direct to commissions. The three deposit 
payments are credited on the general 
ledger to an account known as Federal 
Housing Mortgage Trust Account. 

The F.H.A. provides an amortization 
schedule showing the monthly pay- 
ments, including all items except taxes 
and fire insurance. On the 20th of the 
month previous to the due date of pay- 
ment, notices are made up in duplicate 
from the schedule and a card showing 
the monthly tax and insurance deposits 
This card contains the name and ad 
dress of the mortgagor, the balance on 
hand in the trust account, date due, 
amount due, and the monthly payment. 
It is divided so as to include both taxes 
and fire insurance. Computations ate | 
made on these cards when the tax bill 
and fire insurance policies are received. 
One copy of the notice is mailed to the 
owner and the duplicate kept on file for 
posting purposes. 

J. 
Federal Trust Company 
Newark, New Jersey 
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First in SIZE 


The First Wisconsin National is the 
largest bank in Wisconsin . . . and 
the largest bank northwest of Chicago. Total resources exceed $200,000,000. 


First in SCOPE OF SERVICE 


The First Wisconsin offers comprehensive service geared to the needs of 
individuals, local and national business firms . . . and correspondent banks. 


First in FACILITIES 


The First Wisconsin maintains complete modern facilities . . . as the basis 
for dependably efficient, constructive service at all times. 


First in BUSINESS CONTACTS 


Directly and through hundreds of correspondents, this bank maintains im- 
portant contacts with leading commercial, industrial and agricultural enter- 
prises throughout Wisconsin. 


FIRST CHOICE of Wiseonsin Banks 


More than 80 per cent of the banks in Wisconsin have chosen this bank for 
prompt, efficient correspondent service. 
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HAMILTON BOND... 


Mirror your personality in yo 
mailing them on Hamj 
clean-cut persoy 

this whi 


printed on Hamilton Bond. 


W. C. HAMILTON & SONS, MIQUON, PA. 


Finer Papers for Business and Advertising 


To Members of 


A.B.A 


Regional Conference: 


Your Hotel Requirements* 
Will be met at the Biltmore 


March 25-26 


“The 
South’s 


Supreme 


Hotel” 


onvenience! 
Service!...In an atmosphere 
of quite Dignity .. . away 
from the Center of Noise 

with popular prices 
prevailing in the Dining 
Rooms and Coffee Shop... 


RATES 
FROM $3 


ATLANTA 
BILTMORE 
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The Director’s Own Report Book 


REATING and maintaining the in- 

terest of all of its directors in the 
affairs of the bank is one of the prob- 
jms of bank officers. Directors fre- 
quently come to the meetings with 
their minds on their own businesses 
and affairs and have to force themselves 
io think of the bank’s problems. Listen- 
ing to a long recital of notes, bonds 
bought and sold, etc., with only a little 
pad of plain paper before them, is not 
very conducive to interest. 


Some banks are creating director in- _ 


terest by giving each a looseleaf leather- 
ete binder, with his name stamped on 
the cover, in which are filed copies of 
reports. This gives an individual per- 
sonal touch which is lacking when re- 
ports are merely read. These books are 
distributed by the secretary of the 
hoard before each meeting and are col- 
lected by him when the meeting ad- 
iourns. They are not permitted to leave 
the bank. 


CONDENSED INFORMATION 


THE question is what kind of reports 
should be contained in these individual 
folders and presented to the directors. 
One outstanding point which should be 
recognized in the preparation of reports 
for directors is that there is no time at 
a directors’ meeting to analyze figures. 
Therefore, the reports should be pre- 
pared so that they are self-analyzing in 
such a way that the important facts 
stand out clearly. Another point is that 
if the reports are too voluminous they 
will defeat their own object. They 
should be condensed so that the essen- 
tial facts can be easily understood. 

One report should show a condensed 
balance sheet divided by classifying the 
various assets and sub-totals according 
to their liquidity. The first column of 
this report uses the balance sheet fig- 
ures as near to the date of the meeting 
as possible. These figures are then 
broken down into percentages, taking 
the total deposits as 100 per cent. 

The comparative columns for the 
last month and for the same month of 
the previous year are shown only in 
Percentages, the reason for this being 
that percentages indicate variations 
much better than do the figures them- 
selves, 

Large figures are always more or 
ess hard for the average man to grasp, 
Whereas percentages carried to two 
places past the decimal point will 
quickly reveal the changes that have 
occurred. 
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The reverse of the form shows a con- 
densed operating statement with the 
main classifications of income and ex- 
penses shown both in dollars and 
percentages in comparison with a pre- 
established budget. Other statistics can 
be shown on this side of the sheet. These 
statistics will vary between banks. 

Such a condensed report enables di- 
rectors to ascertain quickly the changes 
in each balance sheet classification and 
to make a comparison of actual operat- 


ing results with the operating budgets. 
A list of bonds showing par value, book 
value, market price and the deprecia- 
tion or appreciation of each bond can 
also be prepared. 

In this way each director has his own 
personal copy before him to which he 
can refer during the discussions. This 
not only aids him in understanding the 
problems at hand, but also tends to 
create in him an interest in the bank’s 
affairs. 


When you are called upon to advise an estate in the selection of a 
memorial, naturally you look for a stone of enduring beauty that 
will permit the fullest expression to fine craftsmanship. 


In the marble memorials from our quarries, you will find widest 
choice of beautiful natural colors, and pleasing, appropriate 


designs. 


Such memorials gain the approval of everyone and are lasting 


expressions of sound judgment. 


VERMONT MARBLE COMPANY, PROCTOR, VERMONT 
Monumental Branch Offices: 


New York 
Philadelphia 


Chicago 
San Francisco 


| 
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A BETTER 
MORTGAGE RISK 


when metals 
that cannot rust 
are used 
in building 


si not only exacts periodic toll from a home- 
owner's pocketbook; it lowers the value of his 
property over a period of time. But copper, brass and 
bronze, which outlast rustable metals by many years, 
repay their slight extra cost many times over in length 
of reliable, expense-free service. 

It isaxiomatic that the better a house is built,the more 
desirable it becomes as an investment, and asa risk for 
mortgage money. Thus details of construction take on 
special meaning for the mortgagor when they include 
such materials as: brass or copper plumbing and heat- 
ing lines, copper sheet metal work, bronze screens, 
bronze hardware, and a hot water tank of Everdur Metal. 


Copper & Frases 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Conn. . Offices and Agencies in Principal Cities 
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Where to Sel] 


By R. E. DOAN 


IX years of experience in operating a personal loan de. 
partment have shown us that three forms of advertis. 
ing are especially productive of new business. They 

are, in the order of effectiveness: direct mail, window dis. 
plays, classified newspaper advertising. 

In advertising personal loans in any medium, two factors 
are in the bank’s favor. First, the fact that the bank has such 
a department is welcome news to most people, for they 
much prefer dealing with a bank. Second, the rate charged 
by a bank is generally lower than elsewhere, and this is nat. 
urally attractive to prospective borrowers. 

However, it should always be kept firmly in mind that 
the mere announcement of such a service, and the low rate 
charged, is not all of the personal loan advertising job. Only 
by the clearest possible explanation of your personal loan 
plan in every advertisement will you avoid an onrush of 
undesirable prospects who, since they must be turned down 
gracefully, will only waste the valuable time of your personal 
loan officers. 

Even with the clearest possible explanation in each ad- 
vertisement, however, it will generally be found necessary to 
answer various specific questions. For this purpose, a folder 
explaining the plan in fullest detail, and answering the most 
common questions, will be found very helpful. It may be 
placed about the bank, or handed to the inquirer, and will 
eliminate many long-winded, time-wasting discussions. 

In using direct mail, a careful selection of your mailing 
lists is imperative. Not all people in need of loans are desir- 
able bank personal loan department prospects. For example, 
low wage factory employees, clerks, etc., may certainly need 
loans, but nevertheless may not be desirable borrowers. It is 


'| likely that their income will be entirely too small to warrant 


even the minimum loan. 


THERE ARE MANY LIKELY PROSPECTS 


IN most cities there are, however, many really desirable 
prospects for personal loans. To name but a few: employees 
of the public service company, those of the better class of 
department stores, teachers, government employees, rail- 
|road employees in the higher wage brackets, telephone 
company employees, etc. 

Envelopes containing your detailed folders and addressed 
to the homes of such people will do the job. To secure the 
home addresses, two courses are possible. One of your local 
multigraphing or mimeographing companies probably has 
the lists in its possession already, and will make it available 
to you in return for the job of addressing the envelopes. 
The other course is to approach the personnel manager of 
the company in question—explain your reasonable personal 
loan rates and plan to him, and point out the advantages of 

having his employees deal with a bank. In practically every 
| case you’ll get the list of his employees, with home addresses. 
You may, of course, also enclose a letter with the folder— 
cordially inviting the recipient to come in for a loan. This is 
‘unduly expensive, and is not necessary if you have a well 
| worded folder. In fact, in some cases it is not desirable, for 
'it may act as another obstacle in turning down some who, 
‘upon further investigation, do not appear to warrant the 
| loan privilege. 

In utilizing window displays to advertise personal loans, 
it is well to forget one of the rules of good window display 
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Personal Loans 


sivertising—the shortening of copy so that “he who runs 
may read”. The reason for breaking this commandment of 

display advertising is the same that we have mentioned 
tefore—a detailed explanation will save many verbal ques- 
‘jons and considerable lost time for your personal loan offi- 


One very effective window display contains the following 


copy: 
Co-maker 
PERSONAL LOANS 
at only 6% discount 


Example: 


If you borrow 
You pay the Bank 6 per cent discount, or 


Thus leaving you in cash 


You then deposit 14 of the amount of the loan each month 
for 12 months (or 144 semi-monthly) in a special account— 
a total of $100, sufficient to pay off your loan. 


No investigation charges whatever are made for a personal 
loan. 


Such loans, from $50 to $500, are made to those steadily 
employed who have good credit records. 


Although this is unquestionably long copy for a window 
display, we have found that the pulling power of the display 
is little, if any, lessened by this. People desirous of securing 
a loan will stop and read your message even if it is a bit 
long. In fact, they are glad to get as much information as 
possible in this manner, since it saves what may seem to 
them embarrassing oral questions. 

The third effective personal loan advertising medium is 
classified advertising in your local newspaper. The classified 
section is one to which people in need of services such as 
personal loans are apt to turn instinctively, and, if your 
advertisement is there, catches the eye and gives sufficient 
information, your department will gain many new borrowers. 
Insome cases we have had people come in with the advertise- 
ment torn from the paper in their hands; in many cases they 
mention the advertisement specifically. 

We use a box advertisement one column wide by 25 lines 
deep each day, under the classification “Money to Loan.” 
Here, again, we go into some detail, the copy reading: 


Co-maker 
PERSONAL LOANS 
—from $50 to $500 
to steadily employed 
Denver residents 
AT ONLY 6% DISCOUNT PER 
$100 PER YEAR. 

Ask for descriptive folder, 
Personal Loan Department 


| 


The decorative border which surrounds this advertisement 
takes up nearly one-half of the total space. However, we feel 

t this is money well spent, for the advertisement is made 
o stand out from the rest of the classified ads on the page— 
thereby attracting immediate attention. 

Direct mail with a careful selection of the mailing list, 
window displays with sufficiently detailed copy, and classi- 
fied newspaper advertising with detailed copy and attention- 
getting layout offer a sound basis for the advertising effort 
of any bank personal loan department. 
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The right kind 


of 


trust advertising 


HE right kind of trust advertising 
can bring to your trust department 


more business in 5 years than you 
would get, without advertising, or using in- 
effective advertising, in 10 years or more. 


The right kind of trust advertising avoids waste 
circulation . . . therefore it is direct-mail advertising. 


It is planned in the light of accurate knowledge 
of Americans’ will-making habits and today’s estate- 
planning problems . . . Purse knowledge is based on 
continuous contact with hundreds of trust depart- 
ment executives, and several years’ study of records 
of probate courts from coast to coast. 


It is produced by an organization experienced in 
trust advertising . . . the experience of The Purse 
Company, staffed by 10 executives, covers more than 
a quarter of a century, during which we have served 
over 1000 banks, among them 62 of the 100 largest 
in the United States. 


Perhaps most important of all reasons why a 
Purse campaign is the right advertising for your 
trust department is that we can furnish you with a 
campaign that has proved its effectiveness in use by 
many other banks. You avoid the risk of using un- 
tested advertising. You invest in advertising that 
has proved its ability to bring inquiries and business 
to a trust department. 


Write, without obligation, for detailed evidence 
(reports from trust officers) of the value of Purse 
service, and information that will help you to make 
sound plans for securing trust department business. 


The Purse Company 


Chattanooga, Tennessee 
HEADQUARTERS FOR TRUST ADVERTISING 


305 East 46th Street 

38 Newbury Street 

25 East Jackson Blvd. 
725 South Orange Drive 


Chicago 
Los Angeles 
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STATEMENT of CONDITION 


December 31, 1936 


Assets 


FIREMAN’s FunpD 


Insurance Company *$40,619,567 


Home Fire & MARINE 
Insurance Company 


OccIDENTAL 
Insurance Company 


FrreMan’s Funpb 
Indemnity Company 


OccIDENTAL 
Indemnity Company 


* 6,625,755 


4,646,260 


9,144,536 


3,715,287 


Surplus to 
Liabilities Policyholders 


$17,061,669 $23,557,898 


2,660,669 3,965,086 


1,007,657 3,638,603 
5,549,108 3,595,428 


1,622,067 2,093,220 


Bonds carried al amortized value—slocks al December 31st, 1936 market value—approved by National Conven- 
tion of Insurance Commissioners. 


*Stock ownership in affiliated insurance companies valued on basis of — and net surplus. Securities car- 


ried in the above statements are de, 
$620,850; Home Fire e& Marine Insurai 


iled for ——— required by law. 


ireman's Fund Insurance Company 


ny, $467,600; Occidental Insurance Company, $284,200: 


nce 
Fireman's Fund Indemnity Company, $1.033,750; Occidental Indemnity Company, $400,250 


STRENGTH - 


PERMANENCE : 


STABILITY 


Fire -Automobile-Marine : Casualty - Fidelity - Surety 


IREMAN'S FUND GROU 


NewYork - Chicago - SAN FRANCISCO - Boston - Atlanta 
DEPENDABLE INSURANCE SINCE 1863 


Slump Ahead 
In Bonds 


A critical examination of the outlook for 
bonds (and stocks) under managed money. 


by L.L.B. ANGAS 


Internationally known Investment Consultant 

Author of “‘The Coming American Boom”’ 1934 

Order now from Somerset Publishing Co., 461 
Eighth Ave., N. Y. C. Price $1 


rO | 
PROTECT O SEALS 


Use in place of wax to safeguard 
valuable mail. Save —_—- time; 
easy to ppply. Approved by Post 
Office. Write for samples, prices. 
ST. LOUIS STICKER CO. 
1905 Pine St. 


St. Louis, Mo. 
2] @ 


_ THE TEXAS CORPORATION 


1381rn Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 


A dividend of two per cent (2%) or 50¢ 
per share, on the par value of the shares 
of The Texas Corporation has been de- 
clared this day, payable on April 1, 1937, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on February 15, 1937. The 
stock transfer books will remain open. 


C. E. Woopsrwce 


January 28, 1937 Treasurer 


Do Your Directors 
Read BANKING? 


BANKING’S 
Contributors 


HERE are brief bits of information 
about some of the authors in this 
issue of BANKING: 

Joun Farnuam (What Other Smalj 
Lenders Know) is a newspaper cor. 
respondent and a writer on practical 
banking subjects. He lives in San Fran- 
cisco. MERLE THORPE (America’s Fam. 
ily Budget), nationally known as editor 
of The Nation’s Business, has had ex- 
perience both as a teacher and practi- 
tioner of journalism. He has done 
editorial work on several large news. 
papers and taught at the universities of 
Washington, Kansas and California. 

FRANK W. Srmmonps (Sixth National 
Interest Survey) is Deputy Manager of 
the American Bankers Association and 
Secretary of its Bank Management 
Commission which makes many studies 
of practical banking problems. Francis 
A. ZaRA (System But Not Too Much), 
is assistant vice-president of the City 
Bank Farmers Trust Company, New 
York. He has served on a number of 
important trust committees. 

WALTER B. PirTKIn (But Success Be- 
gins Before Forty) made that age the 
most publicized, and perhaps the most 
attractive, in the actuary’s table. Psy- 
chologist and writer of many books, 
Dr. Pitkin is also professor of journalism 
at Columbia University, New York. 
His varied interests and activities range 
from the technique of the short story to 
farm management. Roy A. FOULKE 
(Better Days for Commercial Paper) is 
manager of the analytical report de- 
partment of Dun & Bradstreet, Inc. 
Previously he was industrial securities 
specialist for an investment banking 
house and manager of the commercial 
paper department of the National 
Credit Office, Inc. 

Joun N. Lyte (How Georgia Re- 
searched) is investment security analyst 
for the Trust Company of Georgia, 
Atlanta. He is a graduate of the Har- 
vard business school. Last December 
Joseru B. (Receiving and Paying 
Stations), president of the Pewaukee 
State Bank, Pewaukee, Wisconsin, was 
asked by a southern bank for informa- 
tion about the operation of state banks 
in Wisconsin. He sent a detailed reply; 
out of it grew this article. R. E. Doax 
(Where to Sell Personal Loans) 1s 
director of public relations of the Den- 
ver National Bank, and co-author with 
G. F. Foley of a book on the personal 
loan business. 
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Great American 


Insurance Company 


New 


INCORFORATED 1872 


HOME OFFICE, ONE LIBERTY STREET 
NEW YORK CITY 


STATEMENT, DECEMBER 31, 1936 


Premiums in Course of Collection 
(not more than ninety days due) 


Other Admitted Assets 


TOTAL ADMITTED ASSETS 


$12,894,583.00 
34,401,220.00 
2,324,389.37 
2,487,323.16 


207,474.91 
$52,314,990.44 


LIABILITIES 


Reserve for Unearned Premiums 

Reserve for Losses and Loss Expenses 

Reserve for All Other Liabilities 
$8,150,000.00 
28,572,634.62 


Surplus 


POLICYHOLDERS’ SURPLUS............ 


$13,182,220.63 
1,675,432.65 
734,702.54 


36,722,634.62 


$52,314,990.44 


Based on December 31, 1936 market quotations for all Bonds and Stocks owned, the total 
Admitted Assets would be increased to $54,472,999.44 and the Policyholders’ Surplus to 
$38,880,643.62. Securities carried at $1,434,155.00 in the above statement are deposited as 


required by law. 


DIRECTORS 


EARL D. BABST........ New York City 
Chairman of the Board, American Sugar 
Refining Co, 


H. DONALD CAMPBELL, New York City 
_—, Chase National Bank of New 
or 


ARTHUR O. CHOATE... .New York City 
Clark, Dodge & Co. 


JOHN M. DAVIS New York City 
President, Delaware, Lackawanna & 
Western Railroad Co. 


OTTO L. DOMMERICH. . New York City 
L. F. Dommerich & Co., Commission 
Merchants 


Coke Co. 


EUSTIS L. HOPKINS... .New York City 
Chairman of the Board, Bliss, Fabyan & 
be Cotton Goods Commission Mer- 
chants 


WILLIAM H. KOOP 


PERCY H. JOHNSTON. . New York City 
Chairman of the Board, Chemical Bank 
& Trust Co. 

SAMUEL McROBERTS. . . New York City 


ALEXANDER R. PHILLIPS 
New York City 
Vice-President, Great American Insurance 
Company 


JESSE S. PHILLIPS. New York City 
Vice-President, Great American Insurance 
Company; Formerly Superintendent of 


Insurance of New York 
ARTHUR REYNOLDS... . .San Francisco 
HOWARD C. SMITH... .New York City 
Estate Trustee 
PHILIP STOCKTON 
President, First National Bank of Boston 
ROY B. WHITE New York City 
President, Western Union Telegraph Co. 


GARRARD B. WINSTON, New York City 
Shearman & Sterling, Attorneys 


New York City, President, Great American Insurance Company 


The Great American Insurance Company and its affiliated companies of the Great 
Amurican Group write practically all forms of insurance except Life 


AGENTS THROUGHOUT THE UNITED STATES 


Youn records ane VITAL to 
youn business 


Buy Records and Sta- 
tionery on Facts! This 
booklet will show you 
how! Send for it! 


You get greatest service and 
value in your records and busi- 
ness stationery when they are 
made from rag papers. But how 
can you select such papers ac- 
curately? “Rag-content’’is mis- 
leading. It means 25%, 50%, 
65%, 75%, 85% or 100% of 
rags; it means old, weak, colored 
rags; it also means new, strong, 
white rags. It means, in short, 
durability, quality, genuine 
economy,—and the exact op- 
posite. Which do you get? 

This unique booklet will help 
you to answer this question in- 
telligently. It will enable you to 
choose those papers which will 
give you maximum service in 
your records, utmost impress- 
iveness in your business sta- 
tionery, and genuine value in 
both. 


Write today for your copy. 
using your letterhead, 
please. L. L. Brown Paper 
Company. Adams, Mass. 


L.LBROWN 
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‘SIX MINUTES 


per day Per Employee pays for 


Rir Conditioning / 


i 


OLD AND CONSERVATIVE is the Northern Trust Company, Chicago, but 
when remodeling was necessary in 1930, the management proved its up-to- 
the-minute business policies by installing Carrier Air Conditioning. 


Northern Trust Co., Chicago, finds Year 
’Round System Reduces Illness, Improves 
Efficiency, and Increases Business. 


SAVINGS ~ BONDS 


' NO GUESSWORK HERE! From the day the Carrier installation was put in 
* * operation, officials kept accurate records of the results secured. Found after 
three months, that sickness had been reduced a full 50%. Found too, that 
saving six minutes each day per employee, completely covered the owning 
and operating cost of Carrier Air Conditioning. 


BANKING HAS CHARMS, when it’s done in the comfortable atmosphere 


provided by Carrier Air Conditioning. Think of this fact: in 1935, twice 


CARRIER’S EXCLUSIVE Experience as many employees were required to transact the bank's business as were 


required before Carrier Air Conditioning was installed. It pays to install 


Protects Your Investment... Carrier Air Conditioning! 


T didn’t “just happen” that Carrier Air Con- 
ditioned the Northern Trust, the Chicago Title & SMALL BANKS, T00 make 
Trust in Chicago, the Philadelphia Savings Fund DER Carrier Air Conditioning 
Society Building in Philadelphia and the American pay dividends. To im- 
Bank Building in New Orleans—there’s a reason: press patrons with the 
Carrier’s unmatched experience. Since 1902, Carrier care taken to insure 
has devoted its efforts exclusively to the art of air clean, healthful air, the 
conditioning. Carrier has designed and installed air Perth Amboy Savings 
conditioning in every size and shape of building—in o Institution displayed 4 
99 countries of the world. That’s experience! Expe- F : 4 new and a usedCarrer 
rience that protects your investment! And this filter in the lobby and 
experience is at your command—whether you plan drew many enthusiastic 
to air condition one floor or a complete building, for ; 
summer or year around use. By planning now you 
can avoid the summer rush, avoid increasing build- 
ing costs. Shall we send complete details? 


comments. 


CarRIER Corporation, Desk 236, 
850 Frelinghuysen Avenue, Newark, N. J. 
Without obligating me in any way, send me complete informa- 
tion on Carrier Air Conditioning for Banks. 
BANK........ 
ADDRESS... 
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THE CHASE 
As a New York Correspondent 


THREE widely recognized reasons why bankers in all 


parts of the country maintain accounts with the 


Chase — 


1. Nothing gives a correspondent greater satisfaction 
thana dependable day-to-day service. 
The Chase is outstanding for the efficient way in which 


it handles the routine daily transactions of its corre- 
spondents. 


2. A correspondent benefits from widely diversified con- 
tacts with leaders in banking, business and industry. 


The Chase, because of its size, prestige and connections, 
is often in a position to be helpful in various matters of 
importance to correspondents. 


3- Correspondents appreciate the value of a friendly, 
helpful official staff in their New York banking 
connections. 

Correspondent bankers quickly develop friendly, per- 
sonal contacts with Chase officers who are familiar with 


the various sections of the country and to whom they 
can turn at any time for information and advice. 


THE 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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THE HOME 


INSURANCE COMPANY 


NEW YORK 


WILFRED KURTH, President 


STATEMENT—DECEMBER 31, 1936 


ASSETS 


Cash in Banks andTrust Companies . . . $ 14,591,105. 4 
United States Government Bonds . . . . 3,760,456.0 
All Other Bonds and Stocks. . . . 113,875,077.46" 
AUTOMOBILE Premiums uncollected, less than 90 days ie 3 
Other Admitted Assets . ...... 1,066,307.00 
$1 39,759,200.76 
LIABILITIES 
Capital Stock . . . . 14,500,000.001 
Reserve for Unearned 44,874,929.00. 
and Allied Lines Reserve for Losses . . . 6,427,749.00° 
Reserve for Unpaid 
Reserve for Taxes and Accounts. 
of Insurance Contingency Reserve . . 
NET SURPLUS . 64, ‘598, 858.11 
$139,759,200.76 
NOTE: On the besis of December 31, 1936 market quotations for ell Bonds and Stocks owned the toll 
edmitted Assets would be increased to $144,389,684.29, the Net Surplus to $69,299,341.57 and- 


Surplus es regards Policy-holders to $88,729,341.57. Securities carried at $2,619,964.00 and cal 
$50,000.00 in the above statement are deposited as required by law. ‘ 


SURPLUS AS REGARDS POLICY-HOLDERS 
$84,098,858.11; 
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Glance Twice at This Recovery 


WHERE are two ways of looking at business. From one 
J yiewpoint it appears in the guise of turning wheels and 

sing chimneys, of lengthening payrolls and of increasing 
jridends, of currents of trade flowing full. When these con- 
gions prevail, we say that business is good. 

But, with the bitter experience of the depression still fresh 
pour minds, we are disposed to look behind this picture. 
eportant as it is, it is not enough that business be active, 
Mat the line by which its course is charted be tilted tempo- 

ily upward. We seek the assurance that it will continue 

4. We ask ourselves what all this means to us in- 
fyidually, whether it is advancing our own fortunes, 
sther it is paving the way for our progress as a people and 

ga nation. 

We have learned that the condition of business is not to be 

ured solely in terms of factory employment or car 
iedings or of statistical foot rules which the economists 
‘ontrive. We must look farther, for these may be no more 
ian chips on the surface of the stream of business activity. 
We must plumb the currents to discover whether we are 
tually moving forward and are holding to our course. 

American business cannot be separated from America. 
Hit is true that the United States is preeminently a great 
jusiness nation it is also true that in other respects it is a 
grat nation. Everything that adds to this greatness widens 
the opportunity for business endeavor. 

It is a great nation because it is a democratic nation. 
Business is not represented by the activities of a particular 
segment of the people. It does not stand out as a group or 
caste. As producers or consumers or investors—sometimes 
wall three—we are all a part of it. Business is epitomized in 


the activities of all the people who furnish goods and perform 
services which make for the betterment of our material en- 
vironment and open the way to spiritual and intellectual 
development. American business is our business, just as 
American government is our government. 

Banks, for example, are not the property of a few execu- 
tives and managers. They are the property of thousands of 
stockholders and they hold in trust the funds of tens or 
hundreds of thousands of depositors. They store the savings 
of many persons pooled together in order that they may be 
made available for human use. Our large commercial and 
financial organizations represent an American way of doing 
things no less than does the crossroads grocery. 

Business cannot prosper in a bankrupt country. It must 
find its reward in the benefits it confers, not in the losses it 
imposes on others. Every successful business contributes to 
national advancement just as it derives benefits from na- 
tional advancement. Business concerns depend for their 
success upon building up mutually profitable relationships 
with the public they serve. 

For this reason business has a vital interest in the solution 
of the problems which impede national progress. To increase 
employment, to put people to work in order that they may 
recruit the ranks of the consumers, to check the blight of 
poverty—in a word, to maintain the prosperity of a great 
people is the direct and primary concern of business. Govern- 
ment cannot achieve this without business. Neither can 
business achieve it without government. Together they can 
march forward to a better and happier order of existence.— 
HARPER SIBLEY, President, Chamber of Commerce of the 
United States, in a radio broadcast. 


Unnecessary Havoc in Bond Prices 


= a long period of years we have had our economic 

cycles, and their first effects have usually been felt in 

the short term security market. But they have not always 

stopped there; and I am wondering if it is inevitable that 

these cyclical changes should always play havoc with a well 
tcted list of long term bonds. 

Ihave in mind bonds which enjoy the highest rating by 
the statistical services and which have more than ample 
werage for interest requirements. During the banking 
Mergency of 1932 and 1933, and on other occasions, the 
tanking authorities adopted what for convenience were 
alled “convention values” for bonds; i.e., bonds which 
imet certain specified conditions were permitted to be carried 

the bank’s portfolio at not over par or book value— 
Whichever was the lower. In other words, the banks were 
Pmitted to carry these securities at what appeared to be 
found” values, even though market quotations had fallen 

iderably lower. 

Hiwe were to take the examiner’s report and appraisal in 

tase of, let us say, a savings bank with an X amount in- 
Nsted in mortgages and an X amount in either U. S. Gov- 
nent or other sound, long term securities, in a period 


1937 


such as 1933, we would find that the bank’s mortgage invest- 
ments (if interest and taxes have been promptly and fully 
met) were permitted by the examiner to be continued— 
very properly—to be carried at face value. It is only when 
a committee of trustees, or the bank examiners, or other 
supervisory authorities have doubts as to real estate values 
in the area under review, that an appraisal is indicated, and 
if a fresh appraisal discloses that values in that neighborhood 
have declined, it is then, and only then, that requirement 
is made that the book value of the mortgage be reduced. 
No such practice, however, is followed with regard to 
high grade, long term mortgage bonds. I wonder why? 
Market quotations may, as you know, be depressed by 
some chance circumstance entirely unrelated to their real 
value. A holder in pressing need of funds may be obliged to 
dispose of 10 bonds in what practically amounts to a forced 
sale on the exchange. This sale thereupon fixes the value 
of an entire issue, say, of $100,000,000, and that entire issue 
is thereupon appraised at the new and depressed value. 
And this, notwithstanding the fact that the bonds may be 
secured by a mortgage on property which has a real value 
several times the amount of the mortgage and where interest 
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on the bonds is being currently earned by a wide margin and 
where, further, all statistical agencies are in agreement that 
the obligation is entitled to the highest rating. 

If the “convention values” method is a reasonable one to 
apply when markets are temporarily depressed, it should of 
course be an equally good method to use when bonds are 
selling at high prices. This idea of more stability in our bond 
portfolios constitutes an important element in the banker’s 
peace and comfort of mind. There are other elements which 
add to that peace and comfort; elements which enable the 
banker to recognize that, so long as sound judgment is used 
by him in the selection of his assets, he is well prepared for 
any emergency. 

Particularly important among those elements is the 
fact that reliance may continue to be placed upon the 
Federal Reserve for loans and advances against Govern- 
ment bonds up to a period of 90 days and that, under 
Section 10-B of the Federal Reserve Act, loans and advances 
may also be made against the general bond portfolio and 


other sound assets, with a differential which at 
only one-half of one per cent. 

If I were operating a bank portfolio, I should do as 
number of important financial institutions which hte 
recently published their bond holdings, have done. I shosl 
adopt the practice of writing off all premiums above par on 
bonds in portfolio, so that all bonds would appear on the 
books at par or less. This practice has much to commend it 
Where sub-standard or defaulted issues are in the portfolio 
and book values are less than market, sales may be effected 
from time to time at a possible loss from book values, Such 
losses, however, frequently could be evened up by selli 
at the same time some high premium bonds, thus in effect 
providing a cushion to absorb losses on less desirable issyes 
In any event, accounting results should not dominate sound 
investment policy.—J. HERBERT Cask, partner in R, W. 
Pressprich & Company, and former Chairman of the Federal 
Reserve Bank of New York, before the Mid-Winter Meeting 
of the New York STATE BANKERS ASSOCIATION. 
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And Thrift Still Lives 


HARACTERISTICS of a business recovery are the in- 
creased abilities of people in general to earn and to save. 
After the losses and distresses of the business recession and 
depression, everyone welcomes these symptoms of returning 
economic health. Both bring industrial expansion, increased 
employment, improved standards of living, and greater 
material happiness. It is important that these welcome de- 
velopments not only be permitted to continue but that they 
be actively encouraged in every legitimate way possible. 

Despite all the encouraging features which are to be found 
in our business recovery, forces are also operating to restrict 
and to endanger the accumulation of savings. There are four 
in particular: 

The first is the fact that the Government is borrowing its 
funds at unusually low rates of interest. This procedure eats 
away accumulated savings. This type of Government financ- 
ing has been pointed to with pride, and apparently the 
policy is to be continued. This means that all those great 
institutions, which have invested all or part of their funds in 
Government securities for safety and income, have suffered 
a sharp reduction in their incomes from this source. The re- 
duction in income from this cause has affected adversely our 
insurance companies, hospitals, colleges and universities, 
banks of all kinds, foundations—in short, some of the great- 
est and finest institutions of our land. Since 1930 the Federal 
debt alone has increased to nearly 34 billion dollars. Com- 
mercial banks hold approximately 18 billion dollars of these 
securities. The other institutions mentioned own a large 
proportion of the remainder. Then there are the state and 
local securities which these institutions hold and whose in- 
terest rates likewise have fallen sharply. 

Through the maintenance of artificially low interest rates 
in its borrowing, the Government is doing two unfortunate 
things: (1) It is dissipating the income of some of our great- 
est and finest institutions and thus wasting our national 
patrimony, accumulated over many years; and (2) it is 
preparing the way for further losses when interest rates rise 
and prices of these securities fall, as they probably will. 
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The savings of our people are being dissipated in a second 
way. A little over a year ago Congress, on recommendation 
of the President, placed a heavy tax upon the undistributed 
income of corporations—that is, upon their future surpluses. 
In recent months we have seen our corporations pay out 
their surpluses to avoid these heavy taxes. These surpluses 
have, in the past, enabled business enterprises to grow, to 
expand, to take advantage of new opportunities, to develop 
new products, to hold on during depressions, and to keep 
people employed in hard times. 

Today we are seeing these savings dissipated because of 
this very bad tax law. Important business concerns are 
forced to borrow money in order to distribute their sur- 
pluses, because of this tax law. This is an incredible situation 
and apparently it is not widely understood. It is another 
case of wasting our national patrimony. Whether or not we 
can escape a day of reckoning is a matter of dispute. 

Another way in which the savings of our people are being 
endangered is through the slow and insidious currency in- 
flation which is taking place. At present most of the infla- 
tionary procedure grows out of the fact that the Goven- 
ment is selling a large proportion of its securities to banks 
which issue note and deposit currency against them. This 
currency is not self-liquidating; it is merely issued against 
the public deficit. The currency goes into circulation 
through Government spending and stays either in circula- 
tion or in banks as deposits. Our increase in bank deposits, 
since early in 1933, has been due largely to Government 
borrowing and spending. This expansion of currency brings 
higher prices and lessens the purchasing power of people's 
savings. 

This method of impairing savings usually works slowly at 
first and is not widely understood. Indeed, it is often con- 
fused with real prosperity. It may require four or five years 
for it to get in its damaging work. But when the full effects 
show themselves, the savers, the institutions with fixed In- 
come, and employees whose wages lag behind rising prices, 
will be caught and injured. 
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A fourth danger to people’s savings grows out of the pos- 
sbility that the pressure groups bent upon spending will 
sow press in upon the President and demand that he deliver 
tp them what they think he has promised. Certainly a great 
wmber of people believe that this Administration has 
gmmitted itself to spending rather than to saving. 

Whether our sturdy, self-reliant, and thrifty people will 
te protected from these dangerous pressure groups of 
genders remains to be seen. At present, the outlook for an 

ized or effective opposition in Congress to spending 
ind waste does not appear particularly encouraging. 

It is no answer to say, with respect to the importance of 
avings, that the majority is right in its judgments, and the 


minority wrong. Those who provide the largest proportion 
of the savings of this nation are a minority of our population. 
To work toward a wide distribution of saving capacity is 
desirable, but to destroy or to lessen savings is to destroy 
the sources from which our increased incomes are derived. 
Without savings we must revert to the handicraft stage and 
to the primitive. 

There is no reason why efforts to improve the conditions 
of the weak and downtrodden and to encourage capital ac- 
cumulation should not proceed hand in hand.—Watter E. 
SpauR, Chairman, Department of Economics, School of 
Commerce and Finance, New York University, in a radio 
address. 


Give the Railroads a Green Light 


? examining fundamental factors in regard to the 20 
important receivership railroads I found that 11 had 
burdens of debt substantially less than the average of all 
roads, but margins of profit also substantially less. These 
roads passed into receivership, not on account of the ex- 
cessive interest burden, because this was less than the av- 
erage, but because the margin of net was so low prior to the 
depression that the traffic decline practically extinguished it. 

The fundamental change in the industry which has affected 
the status of railroad bonds is the maladjustment between 
expenses and operating revenues that has arisen over the 
last 30 years. As long as these margins are dangerously low, 
railroad bonds can never regain their former status, as a 
dangerously low margin between revenues and expenses 
renders even the most conservative bonds subject to default 
when traffic falls off rapidly. 

At the present time, the earning margin of safety in the 
railroads is increasing. The low in the depression was 10 per- 
cent; in 1936 it was 16 per cent. As long as this improving 
situation continues, your railroad bonds will become safer. 
The question the conservative trustee investor would like 
tohave answered now is not what earnings will be in the im- 
mediate future but what they will be in the next depression. 

The question I should like to be able to answer is whether 
the railroads will be permitted, prior to the next depression, 
alevel of earnings sufficiently large to enable them to weather 
it. In the answer lies the future position of railroad bonds. 


Working Capital 


VORKING capital is the commercial banker’s margin 
of protection for the funds he advances. It is compara- 
ble to the overage or margin always obtained when advanc- 
ig Money on a collateral basis. As long as working capital 
fists in reasonable amount your claim is ordinarily pro- 
tected by a margin of readily realizable assets over current 
liabilities, included in which, of course, is your own. 
Working capital, we know, is affected adversely by (1) 
cash losses ; (2) allocation of current funds for the expansion 
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Some may challenge this opinion as it does not take into 
recognition the fact that railroad earnings are not only sub- 
ject to statute law but also economic law. I am fully aware 
that for the Government to permit the railroads to earn an 
adequate return does not in itself afford any guarantee that 
they will be able to earn it. This doubt as to the earning 
power of our railroads has arisen largely since the depression. 
I do not remember any such arguments in the pre-depression 
rate cases and it is my belief that the improvements in 
traffic that are now under way will give a better answer to 
the question than I could give now. Personally I have little 
fear as to the ability of the industry, if it is freed from unfair 
competitive conditions, to earn prior to the next depression 
a return sufficient to protect all conservative railroad bonds. 

In regard to the future, therefore, while I can give no as- 
surances, I do feel that the problem is more clearly recognized 
than it was in 1920 when the Transportation Act was 
passed, and therefore that while the effort to restore the 
railroads to a conservative basis again may fail, the prospects 
of success are far greater now than they were in 1920. 

It is my hope and belief that in the future the relationship 
between earnings and expenses will again change, and this 
time change for the better—FarrmMan R. Dick, member, 
Dick & Merle-Smith, New York, and Chairman, Committee 
on Railroad Securities, Investment Bankers Association, 
before the Mid-Winter Trust Conference, AMERICAN BANK- 
ERS ASSOCIATION. 


Is the Acid Test 


of capital assets; (3) diversion to miscellaneous investments; 
(4) payment of dividends in excess of earnings; (5) actual 
shrinkage in value of current assets; (6) increase in current 
liabilities from some unexpected source such as damage or 
infringement suits. 

The construction of the balance sheet, which reflects the 
values of the business under consideration and basis on 
which we arrive at a working capital position, is of utmost 
importance. 
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Once we are certain that this opening working capital has 
been put to the acid test, both from a standpoint of proper 
classification and values, we can examine the items which 
may reduce our margin of protection during the probable life 
of the credit in question. 

Here the judgment factor definitely enters, and is cen- 
tered on the possibilities in connection with the six ways in 
which working capital may be adversely affected. Will there 
be losses? Reference, of course, is made to the past operating 
record of the company, its gross profit, and, most important 
of all, its prospects for maintaining its position and the ex- 
tent to which general conditions expected to prevail will 
affect the company’s operations. Here, ordinarily, under 
conservative loaning management, the possibility of a loss 
is considered (whether budgeted or not) and an attempt 
made to arrive at a reasonable outside figure. 

The question of allocation of funds to fixed assets beyond 
the ordinary reserve for depreciation is directly connected 
with the adequacy of depreciation rates to the date under 
consideration, capacity in relation to demand for product, 
and many other things. However, the capital budget is in- 
variably a matter of discussion with the management during 
the period of loan negotiations, and again an outside figure 
for this purpose usually agreed upon. 

Diversion of current funds to miscellaneous investments 
should theoretically, at least, probably never take place 
under alert and honest management. During the years, 
however, of severe financial strain from 1930-34, diversion 
which took the form of officers’ overdrafts, advances to and 
investments in affiliated companies, reduced the working 
capital of many companies and threw a spotlight on man- 
agement for allowing such a raid. The chance of either initial 
occurrence or repetition of this to any serious extent is, of 
course, given ample consideration. 


The fifth consideration, that of asset shrinkage and Conse 
quent contraction in working capital, is related in most 
instances quite directly to the lending agency’s opinions of 
the future outlook. In most instances such a shrinkage would 
most probably come about through serious price declines 
with which we are not unfamiliar. This, of course, would not 
always be the case as there are other factors, usually local. 
ized, such as dishonesty, drought, flood, crop failure and 
others which may obviously bring about serious on 
shrinkage in an individual company. 

The last consideration, that of unforeseen liability arisin 
from a wholly unexpected source, is probably the least often 
encountered and also probably the most difficult to antic. 
pate. Such a liability ordinarily arises as a result of a dam. 
age suit of some kind and is most generally associated with 
highly developed enterprises which are operating on a large 
scale. Realizing the possibilities, a reserve for contingencies 
is often provided by conservative managements of larger 
corporations whose operations are conducted on a national 
basis. Considered properly, also, under this caption should 
be the accelerated maturity of funded debt brought about 
as a result of non-compliance with terms or provisions con- 
tained in the trust indenture covering the securities in 
question. 

While it is acknowledged that a sophisticated analysis 
may and probably should include intensive study of costs, of 
budgeting, of production and marketing methods as well as 
many other angles, it is my contention that first hand knowl- 
edge of a company’s working capital position and close and 
intimate contact with its management are the best yard- 
sticks for us to use in reaching credit conclusions.—J. W. 
Srmpson, Jr., Vice-president, First Wisconsin National 
Bank, Milwaukee, before the Mid-Winter Conference of the 
WISCONSIN BANKERS ASSOCIATION. 


“Trust” Has Many Meanings 


N considering the future of trust business, I think it would 
be wise to examine two or three points that should have 
attention if trust business is to make the progress that seems 
possible. The public seems confused over some of the termi- 
nology frequently used in trust business. Take, for example, 
the word “trust.” A casual observer would naturally think 
that an institution which called itself the X Bank & Trust 
Company had an active trust department, but this does not 
follow at all. There are several states that require their state- 
chartered banks to include the word “trust” in their title, 
even though they do not have trust departments, and have 
no intention of starting them. Imagine the surprise and per- 
plexity of the president of such an institution when he finds 
that one of the bank’s loyal customers has died and named 
it as executor and trustee of his estate. When such a situa- 
tion arises, the president of that bank either refuses the 
appointment for his bank, or he qualifies and somehow 
muddles through. Either plan is costly to the estate. This 
should be remedied in some way. Perhaps the use of the word 
“trust” in the bank’s title should be restricted by law or 
regulation to those banks that have an active trust depart- 
ment. 
The same confusion surrounds the word “trustee.” It is 
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used in connection with many different kinds of service. It 
is used in debenture issues where the so-called trustee has 
no duties except in case of default. It is used in other bond 
issues when the duties are really those of a fiscal agent. Itis 
used when the duties are very limited and consist merely 
of authenticating the bonds and representing the bond- 
holders only when requested to do so. But, however large 
or small is the responsibility assumed, when the bonds are 
offered to the public, the name of the corporate trustee 
appears on the bond circular, followed closely by the all 
inclusive word “trustee.” There is no explanatory note out- 
lining the responsibilities assumed by the trustee. Unfortu- 
nately the bond investor has his own mental concept of the 
meaning of the word “trustee” and the duties which the 
corporate trustee has agreed to perform under the indenture 
may not agree at all with his concept. Should we not avoid 
this indiscriminate and often misleading use of the word 
“trustee”? Can we not employ more exact terminology? 
We hear a great deal these days about investment trusts. 
Some of the publicity has not been favorable to them. But 
whether the news is favorable or unfavorable, many of the 
public are confused and think these trusts are directed by ot 
closely connected with our sort of trust business because the 
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sord “trust” is a part of their name. It is true that they 
re always “trusts” and you are “trust companies,” but 
ihe public does not get that distinction. Nearly all of these 
iavestment trusts operate under an indenture, and some use 
, corporate trustee and require a very high standard of 
ust service, while others use a corporate trustee for little 
pore than custody of the underlying securities. 

Trust men now have under consideration also the common 
ist fund idea, which is designed to provide better invest- 
nent service for small trusts and funds under your control 
ind direction. It has the endorsement of many trust leaders 
ind seems to be a sensible and natural development of trust 
grvice. 

New regulations permitting and governing common trust 
nds are under consideration by the Federal Reserve 
Board, and in many states additional legislation will also be 


necessary before common trust funds can be operated. When, 
as, and if these various barriers are hurdled, trust companies 
all over the country will begin a campaign for this new type 
of business. We know that the common trust fund operated 
and directed by trust companies for the benefit of small 
trusts and funds, and for the investment and safety of which 
trustees are definitely responsible, is a totally different enter- 
prise from the investment trust which is operated and di- 
rected by others not connected with the trust company, 
and over which trust men have little influence. But unless 
great care is used in the presentation of the common trust 
fund idea to the public, they will not grasp the distinction 
and will become even more confused than they are at the 
present time.—Tom K. Sairtu, President, American Bankers 
Association, before the Mid-Winter Trust Conference, 
A.B.A. 


Federal Budget Philosophy 


» analyzing the Federal budget for the fiscal year 1938, 
as presented to Congress by the President, attention is 
frst attracted by the absence for the first time in eight years 
of the now familiar deficit. For the fiscal year 1938 the Pres- 
ident predicts a surplus of $1,135,000,000. Making the tech- 
nical correction for money paid in retirement of public 
debt, not a real cost payment, increases this predicted sur- 
plus to $1,537,000,000. 

This happy event is predicated upon an anticipated in- 
crease in revenues over the present year of about a billion 
and a half, based upon the continued progress of economic 
recovery, and without the addition of any new taxes. Ex- 
penditures, on the other hand, are estimated about two and 
a quarter billions less than for 1937. 

The actual situation, however, is not quite so favorable as 
at first appears. The President stated that he was at the 
time unable to make an estimate of the expenditures for 
recovery and relief. This item, the President said, would be 
increased by an amount which he hoped would not exceed 
$1,537,000,000. Should this limit be reached, and expecta- 
tions be otherwise realized, the surplus would disappear. 
Also the reduction in total expenditures, as compared with 
1937, would become only three-quarters of a billion. If al- 
lowance be further made for bonus payments in the fiscal 
years 1936 and 1937, which were extraordinary items, the 


predicted 1938 expenditures are less than 1937 by only a 
quarter of a billion, and actually exceed the 1936 expendi- 
tures by nearly half a billion. Also there is the possibility of 
further unpredicted expenditures, just as Congress added 
the bonus soon after the submission of the 1937 budget a 
year ago. 

Actually this budget shows no evidence of economy in 
governmental costs. The only items showing substantial 
reductions are the C.C.C. and “recovery and relief,” and 
final estimates are not made for either. Substantial increases 
are asked for the general departments of the Government, 
for public works, for national defense, and for social security. 

We have in fact a continuation of the characteristic New 
Deal budget philosophy: little effort to balance the budget 
by economy in expenditures, increased expenditures going 
hand in hand with declining revenues, dependence upon 
returning economic prosperity eventually to restore the 
balance by increased revenues, leaving an accumulated 
addition to the public debt, and setting the nation upon a 
new scale of regular expenditures, twice as high as before, 
which must require a continuing heavy burden of taxation 
to support and which appears destined to bring a recurrence 
of heavy deficits when next the business cycle takes a down- 
ward turn.—Professor FrEp R. FamRcuitp of Yale Univer- 
sity before the YALE Economics Cus. 


Old-Fashioned Banking 


WE have heard much in the past years of inflation— 

commodity price inflation—currency inflation and 
edit inflation, always with an implication of danger. I am 
going to venture the opinion that our commodity price level 
will sooner or later—be it one year or five—find itself corre- 
‘ponding to the new supply and the increased value of gold; 
that is to say, our commodity price level will increase to the 
‘ame extent that we have increased the value of gold; with 
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this qualification, that the law of supply and demand will 
occasion fluctuations above and below the fixed value of gold. 

I believe that our commodity price level for the past 
eighty years has borne a definite relationship to the value of 
gold, and that the future will witness the same relationship 
in those values. 

Basing my conclusion on these thoughts I do not believe 
that we are experiencing an undue inflation in commodity 
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prices and we will not experience an undue inflation in those 
prices until we have absorbed the increase in the statutory 
value of gold. If our commodity price level once more 
crosses the gold line—on that day we will approach an infla- 
tion in commodity prices, the extent of which will govern the 
deflation that is bound to follow. 

I believe that our commodity price level is approaching 
a new normalcy, and that so long as we do not greatly ex- 
ceed that normalcy—so long is our structure sound. 

I believe that all loans based upon commodities at their 
present level and upon the production of commodities at the 
present cost of labor are economically sound and that loans 
can be safely based thereon. Of course considerations are 
due to many factors that surround the specific investments 
that are to be put into a bank’s portfolio. Some economist 
has recently said that it is the mistakes in asset acquisition 
that are being made today, that will cause the grief in the 
banking business when the next depression approaches. 

I doubt the wisdom of acquiring a large volume of long 
term, low coupon rate bonds or debentures. 

I am likewise opposed to the direct acquisition of notes 
secured by chattel mortgages or conditional sales contracts 
on automobiles or other personal property, commonly called 
“consumer paper”, unless the stability of the maker is given 
the same test and measured by the same yardstick as every 
other borrower in the institution is required to meet. That 
business, in my opinion, should be left to the finance com- 
panies, and the finance companies’ borrowings at the banks 
should be limited to short time paper; so that as a general 
rule the borrowings of the finance companies may be 
liquidated out of the proceeds of the current collections on 
the installment paper. 

The funds which a banker invests in bonds should be con- 
sidered as a bulwark to deposits, a protection against the 
losses resulting from the normal rate of casualty in the usual 
bank functions. Years of experience have taught that the 
purchase of bonds on the theory of realizing a speculative 
profit from their resale is a dangerous banking procedure. 


In most cases a bank can be better served today by main. 
taining a high cash position even though that means a low 
profit account, rather than by acquiring a large volume of 
long term low interest rate paper for the sole Purpose of 
accelerating dividend possibilities. It is easier to explain low 
profits to stockholders than it is to explain losses to your 
depositors. 

Higher interest rates, higher labor costs and higher 
rents, are in the offing. I cannot fix the day, but some. 
time interest rates will increase and when they do, low 
interest rate, long term bonds will depreciate in market value 
with resulting losses in asset value. 

On the other hand, a reasonable amount of a bank’s funds 
should be invested in local counter loans, real estate loans 
under Title II of the Federal Housing Act, and loans of 
similar type. A certain percentage of loans of these types 
belongs in the portfolio of every well managed bank. 

Many of the ideas that I have expressed will be termed 
“antiquated and old fashioned”, garnered in a period prior 
to the development of modern banking. Nevertheless, a 
conservative attitude tempered with a mental alertness to 
changing conditions is still, in my judgment, one of the 
principal elements of good banking. 

For the bank that stands rigidly by the principles of con- 
fining its investment account largely to high grade securities 
and measurably restricted maturities, the result unquestion- 
ably will be lower earnings during the present period of low 
money rates. Few bankers, however, will deny that divi- 
dends to stockholders are secondary in importance to the 
conservation of depositors’ money. 

The courage to follow one’s own convictions regardless of 
pressure and influence is an invaluable asset to a banker. I 
am an advocate of progressive conservatism and I believe 
that in the long run that course holds the greatest promise of 
fulfillment of the banker’s responsibility to his depositors, 
customers and stockholers.—FRANK C. RATHIJE, President, 
Chicago City Bank & Trust Company, before the Mid- 
Winter Conference of the WisconsIN BANKERS ASSOCIATION. 


Trust Service to Fit the Times 


J wma men today workin anentirely different atmosphere 
from that which obtained but a few years ago. Times 
have changed and we have changed with them. As trust men 
it is our very definite function to look forward, not backward. 
We must appraise the relationship of the new order of things 
in this country to the estates and trusts in our care. We must 
think of new estates in terms of new conditions and must 
evaluate future trust business in concepts of the future. 

I am by no means pessimistic. I hope rather that I am 
optimistic. On the other hand I am not an unreasoning 
optimist. At the same time I am convinced that this new 
order of things is going to build American trust business into 
greater and larger proportions than ever before. The social 
consciousness of the country has now awakened. Activity in 
every field is being weighed in the scale of social service 
and may I say that there is no greater medium for social 
service in this country than the trust institution. 

Protection and conservation for small estates as well as 
for those of larger size constitutes a social service of the high- 
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est order. Therein, as I see it, lies the future of trust business. 
The trend of trust business is toward the administration of 
small estates rather than large estates. 

True, we need the aid of supervisory and legislative au- 
thorities before we can properly adapt the facilities of trust 
institutions to permit of social service to the fullest extent. 
That assistance and support I think we can count upon. 

It is indeed a tribute to the flexibility of trust service and 
to the foresight of trust men that trust business all over the 
nation is now rapidly adjusting itself to changed conditions. 
I venture the assertion that trust departments have at- 
tuned themselves more quickly to the somewhat kaleido- 
scopic developments of recent years than has any other 
department or division in the field of finance. 

By way of illustration, the movement for the establish- 
ment of common trust funds was inaugurated by the Trust 
Division nearly four years ago when the importance of social 
service was just beginning to dawn upon American business 
consciousness. Utilization of this method for the sound i- 
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vestment for the funds of small estates will make trust service 
erally available to all classes. 
Another indication of this adjustment is the movement for 
ter uniformity in the laws of the various states relating 
ip trusts. The encouragement and supervision of this move- 
gent has been an active policy of the Trust Division and 
ye now seem to be on the point of real constructive ac- 
wmplishments. This year in more states than ever before 


trust men are contemplating and studying legislation to 
modernize the trust statutes of their respective states and 
to harmonize them with those of other states. Nothing could 
contribute more to the efficiency and economy of trust 
business than the modernization of state laws.—BLAInE B. 
Cotés, Vice-president, First National Bank, Portland, Ore- 
gon, and President, Trust Division, American Bankers Asso- 
ciation, before the Mip-WINTER CONFERENCE, A.B.A. 


Time Deposits Mean Just That 


ANK reform probably cannot wholly prevent the recur- 

rences of booms and depressions, but I am convinced 
that sound and intelligent reconstruction of our banking 
scheme on a basis of inherently performable obligations 
would accomplish two highly important objectives. First, 
it would prevent the perverse functioning of the banking 
system from magnifying the booms and deepening the de- 
pressions, and leave it blameless for the losses suffered by 
the community. Second, it would prevent banks becoming 
the hapless victims of everybody’s economic errors and 
excesses, and enable them to function adequately in all 
phases of the business cycle. 

Sponsors of proposed reforms seem to overlook the one 
vital defect in our banking scheme; namely, the fact that the 
obligation of our banks to their depositors is inherently un- 
performable. Until that basic weakness is eliminated there 
is little use to worry about minor reforms. Happily, it can 
be eliminated and, that, without great difficulty. To do so, 
however, we must recognize the essential difference between 
the commercial banking business and the savings banking 
business and deal with them separately. 


DEPOSIT CURRENCY 


THE obligation of the banks to their commercial or check- 
ing account depositors may not be made performable by 
limiting that obligation, because our commercial deposit 
structure is the currency of commerce and denial or limita- 
tion of the commercial depositor’s right to have his check 
honored upon presentation would destroy the quality of 
currency in our commercial bank deposit structure and rob 
our economy of the principal medium through which it func- 
tions. 

The obligation of our banks to their commercial deposi- 
tors, therefore, must be made performable by limiting the 
employment of commercial deposits to such short time 
self-liquidating loans as will adequately support demand 
lability, This may readily be done, and to do it we shall not 
require all of the assistance that Congress has sought to 
make available through the Federal Reserve System, but 
only that which is well within the ability of the System to 
provide. Our only serious difficulty here arises from our huge 
investment of commercial deposits in Government bonds. 
We must look to the Federal Government for a practical 
solution of this problem over a period of years. 

The problem of making the obligation of the banks to 
their savings and time depositors wholly performable under 
all conditions requires a different approach. It cannot be 
solved by limiting the employment of savings funds to short 
lime self-liquidating loans because it is inherent in the na- 


March 1937 


ture of money savings that they must be employed to finance 
the creation of durable wealth, and funds so employed 
cannot be recalled at will. 

However, the opportunity for flexibility is found in the 
bank’s obligation itself. Savings deposits are not a part of 
the currency through which our economy functions. Pass 
books and certificates of deposit are not passed from hand 
to hand for the purchase of goods and payment of bills. 
There is nothing in the relationship of savings bank depos- 
its to our economy that compels them to be withdrawable 
upon demand or short notice. The obligation of the bank to 
its savings and time depositors may be, and must be, limited 
to the liquidation possibilities of the securities in which the 
funds of the depositors are properly and necessarily invested. 

This does not mean that savings depositors should not 
ordinarily be permitted to withdraw their funds at their 
pleasure. They should be permitted to do so, of course. It 
only means that this necessary limitation shall underlie the 
relationship of the bank to every savings and time depositor, 
modify the language of every pass book and certificate of 
deposit, and be available to the bank whenever its savings 
and time depositors seek to withdraw their funds more rap- 
idly than the bank can liquidate the securities in which 
these funds have been properly invested. 

This element of flexibility in the contract between the 
bank and its depositors is necessary primarily to protect the 
depositors from themselves and from each other by prevent- 
ing their destroying their own savings. It is necessary, also, 
to protect borrowers from being thrown into bankrupcty by 
the forced liquidation of banks, and to protect the commu- 
nity from the whole chain of evils that stem from bank 
deflation. Moreover, it is necessary in order to make savings 
freely available for the creation of new wealth. 

The building and loan associations in this country and Eu- 
rope have had such an elastic provision in the obligation of 
the associations to their members for more than a hundred 
years. There is no sound reason why the same relationship 
should not be created between mutual savings banks and 
their members immediately. 

Before that method, however, can be made available for 
commercial banks we must completely segregate our savings 
departments and our commercial departments, because, if 
the right of the savings depositors to withdraw is to be lim- 
ited to the liquidation possibilities of the securities in which 
their funds have been properly invested we must be able to 
know precisely what securities these are—RaLPH W. 
MANUEL, President, Marquette National Bank, Minneap- 
olis, prepared for the Annual Regional Conferences of the 
ILLINOIS BANKERS ASSOCIATION. 
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The Measure of a Trust Man 


— trust officer must be prepared to bring into a con- 
ference about a proposed trust instrument all of his best 
mental equipment. Of course, he must know the details of 
his own business. He must know from his experience what 
business is considered as profitable to his institution and 
what duties are regarded as onerous, to the end that ade- 
quate compensation will be received in line with the duties 
to be performed. 

He must know the policies of his institution, particularly 
of its trust department. He must know the trust business 
generally, as well as how it is conducted within his own in- 
stitution, and keep up to date with modern practices and 
decisions of the courts. He must know what his customer has 
in mind and be definite and direct, not specious, in his com- 
ments and recommendations. He must avoid making only 
adverse criticism. Without the aid of any talisman or charm 
other than his own ability, he must, in effect, exercise occult 
powers and project his mind into the future, visualizing 


situations which may arise and which may be provided ten 
by proper care at the outset. 

He should recognize the problems and questions presented 
by the instrument, without necessarily sitting in final judg. 
ment upon them. Counsel for his institution can advise him 
as to the legality of any provision of the instrument which 
to him seems doubtful, but he must meet the practical prob- 
lems and also appreciate where he needs the assistance of 
counsel. 

Above all, he must bear in mind constantly that he is deal. 
ing not with mere words and phrases and red ribbons, but 
with human beings, their financial security, their hopes and 
their welfare. If the trust officer can measure up to these 
exacting standards, he will have discharged honorably his 
responsibilities to his institution and to its customers — 
Rosert A. Jones, Personal Trust Officer, Guaranty Trust 
Company of New York, before the Mid-Winter Trust Con- 
ference, AMERICAN BANKERS ASSOCIATION. 


Yesterday’s Train 


_ in the South in the old days there was a jerkwater 
railroad with a reputation. The reputation was that it 
never adhered to its schedule. Operating crews, and patrons 
as well, came to regard the time-card as a practical joke. 

There was a certain traveling man who rode over the line 
at frequent intervals. One afternoon when he disembarked 
at his destination he hailed the conductor. “Old man,” said 
he, extending a large cigar, ‘accept this with my compli- 
ments as a slight token of gratitude.” “ What’s the notion?” 
inquired the other. “Because I’ve been traveling on this 
road for 12 years and this is the first occasion the train ever 
got in exactly on time.” “Mister,” said the conductor, 
“that looks to me like a mighty good cigar and I’m mighty 
fond of smokin’. But I can’t take anything on false pre- 
tenses. I’ve got to tell you the truth. This isn’t today’s 
train. This is yesterday’s train.” 


Banking can’t go to town on yesterday’s train. Just as the 
railroads with problems similar in many respects to those of 
banking are studying their operating and service problems 
in terms of the public interest, so must banking subject it- 
self to critical self-analysis and appreciate the import and 
significance of its customer and public relations. The public 
relations phase of banking is not something that can be 
created and then dropped. 

If you deem it advisable to practice eternal vigilance 
in connection with your loans, is it not equally important, 
if not more so, to watch from day to day your relations 
with depositors, borrowers, and the public from whom 
your earning assets emanate?—A. R. GRUENWALD, Di- 
rector of Public Relations, Wisconsin Bankers Associa- 
tion, before the Annual Regional Conferences of the ILLINoIs 
BANKERS ASSOCIATION. 


Uniform Service Charges 


Sesame aa are generally agreed that the service charge 
idea is fair and proper. The lack of coordination in 
adopting schedules arises from the fact that there has never 
been presented to them a uniform method of cost account- 
ing. In other words, there are too many ideas on the subject 
which are not arrived at through intelligent analysis. That 
is the reason the N.R.A. Bankers’ Code failed—it was not 
based upon study and substantial research. 

A service charge schedule should mot be just a set of 
arbitrary rules and figures. At the present time the service 
charge principle is being abused in both directions, some 
banks making excessive charges and charging the customer 
for drawing his breath, so to speak, while other banks have 
no schedule of charges whatever. 

In a sense the term “service charge” or “activity charge” 
is a misnomer, because all of the charge is not for services; 
part of it representing costs of supplies, overhead costs of 
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administration, insurance, and other things. Many custom- 
ers are apt to get the impression that they are being charged 
merely for taking up the time of the officers, tellers and 
other employees, unless the idea, being new to them, is fully 
and comprehensively explained. And surveys now show that 
it is no longer a difficult matter to explain charges to cus- 
tomers if such charges are based upon fair and reasonable 
accounting methods. 

Yet it is surprising to find that there are still so many 
banks, particularly the smaller ones, which are overlooking 
this source of income, which is justly theirs. In some cases 
the bankers are more afraid of it than the customers. But 
the idea is here to stay. Some of the old timers who reacted 
quite vociferously at first, are now its staunchest supporters. 
—Paut T. Betz, Executive Vice-president, First National 
Bank, Lincoln, Illinois, before the Annual Regional Con- 
ferences of the ILLINOIS BANKERS ASSOCIATION. 
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No Apologies 


LTHOUGH the item “public opinion” does not show 
A on our statements, nevertheless it is an important 
actor which can materially affect all other items, according 
ip the attitude of the public. Let us not forget that the public 
rants to know what banking is all about, and now of all 
iimes the public is receptive and should be told the ‘“‘Why”’ 
ind “How” of banking. Build up within your banks a per- 
onnel better informed about public relations and what they 
an mean in the development and progress of your banks. 

How many bank employees and directors can explain 
imply and clearly the reason for reduction in interest rates 
paid on time and savings deposits, when rates on loans re- 
main practically the same? How many can explain the 
grvice charges and face the customers with confidence 


when doing so, instead of in an apologetic manner? Are they 
in a position to tell the uninformed customer why? 

We, as bankers, must learn better to understand the 
needs of the people, and we must help them better to under- 
stand the problems that confront us in performing our vari- 
ous services. 

Public relations for banks is not a problem of getting 
pieces in the newspaper. It is a question of selling the idea 
that banking is an essential part of the industrial life today, 
of stressing the value of bankers as honest workers and 
technical experts.—S. G. Smiru, Cashier, The Neat, Condit 
& Grout National Bank, Winchester, Illinois, before the 
Annual Regional Conferences of the ILLINOIS BANKERS 
ASSOCIATION. 


Human Reserves 


— the last three years the Federal Government has 
been creating piece by piece a program of security for 
those rendered destitute. Two main parts of this system are 
the Social Security program and the works program. Some 
parts of this security program and the needs which called 
them into existence now stand in danger of being ignored by 
those who beiieve that business recovery has removed the 
underlying problem of destitution. This optimism, based on 
superficial study of the present recovery, utterly fails to take 
into account the fact that unemployment is still a serious 
problem and that there is every indication that it will con- 
tinue to be so for an indefinite period. 

Unemployment has been and will continue to be a most 


Creative 


| per United States contains 6 per cent of the world’s area 
and 7 per cent of its population, but in the 16,249 banks 
operating at the end of 1935 there was contained two-thirds 
of civilization’s banking resources. 

Across the counters, over the desks, and through the 
records of the banks, passes more of the nation’s activity 
than moves through any other channel of economic or social 
activity. Thus the banker has occasion and opportunity to 
observe the flow of our whole economy. 

Banking is duty bound to take an active and creative part 
in our society, through analysis of the elements of which our 
economy is formed and the forces which drive it forward. 

There are many, perhaps, who believe that the banking 
mechanism is in the relative position of subjective pistons 
and crankshafts that merely transmit the driving force of an 
active economy’s demands from the engine block back to 
tuning wheels. This supine acceptance of the inevitability of 
recurrent depressions is a position that I for one believe we 
must abandon. 

If there is doubt of the imminence of the need for change 
fom a passive defensive policy to one of alert, cooperative 
and aggressive attack upon the problems at hand, one need 
but turn to the daily press and observe the “freezing in” of 


the New Deal’s program of controls in our economic struc- 
ture, 


March 1937 


pressing social and economic problem. The outlook for 1937, 
even on the optimistic assumption of a return to 1929 levels 
of production, holds promise of 6,500,000 to 7,500,000 un- 
employed. For the more distant future, should prosperity 
levels materially exceed those of 1929, it appears probable 
that 4,000,000 unemployed will be the minimum. 

The questions of pressing importance are these: 

What are the unemployment prospects in the immediate 
future? What volume of unemployment must we be prepared 
to face in the most distant future? What socia policies must 
be Grit, Assistant Federal W.P.A. 
Administrator, before the AMERICAN ASSOCIATION FOR 
LABOR LEGISLATION. 


Banking 


The very measures that are set in operation to correct one 
abuse and to slow down a too rapid speed of production may 
be so effective in one direction that they tip the balance 
sharply in another. A corrective for the second condition may 
develop a third angle of unbalanced economy. 

We frankly face the fact that unless banking is a leader in 
seeking and achieving economic stability, it cannot hope to 
receive continuing public support. 

From an historical perspective, banking has no alternative 
but to examine not only its own internal functions but the 
relation of banks to the whole movement of our modern 
society. In prospect banking is faced with a struggle to make 
and hold a place for itself by its sound contribution to the 
stability of money and banking arising from an intelligent 
exercise of its functions, based on a fundamental understand- 
ing of its relation to society in the light of governmental 
interpretation of its control over the economic structure. 

The agency that can so analyze the problems of our mod- 
ern society that it can offer a program of continuing elevation 
of the standards of living of the American people, without 
intervening periods of depression, will be the accepted leader 
of the people and will assure to itself permanence and recip- 
rocal prosperity—THomas C. BousHaLtt, President, The 
Morris Plan Bank of Virginia, before the SoctETy FoR 
STABILITY IN MONEY AND BANKING. 
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Reefing the 


HE Board has now taken the final step through increas- 

ing reserve requirements to reduce excess reserves on 
May 1 to about $500,000,000 and the potential expansion to 
perhaps $5,000,000,000 or $6,000,000,000. The present vol- 
ume of bank credit, notwithstanding a lower volume of busi- 
ness operations, is larger than it was at the pre-depression 
peak in 1928 and 1929. The purpose of the Board’s action was 
not to counteract an existing inflation, but to prevent an 
injurious credit expansion, to use the language of the law. 
The Federal Reserve System is thus placed in a position 
where it will be closer to the market and can more easily 
prevent an injurious expansion if it should threaten to de- 
velop. 

What are the effects on the banks themselves of an increase 
in reserve requirements? In so far as individual member 
banks are concerned, they find that they have less funds 
available for investment or loans. The very fact, however, 
that the funds were excess reserves, that is, were idle, shows 
that the banks were not finding useful employment for these 
funds. What the banks as a whole lose, therefore, is not funds 
that they were using, but funds which under present cir- 
cumstances were idle. Taking the banking system as a whole, 
such an action reduced the amount by which the volume of 
bank credit could be further expanded if the urge to expand 
began to take hold. 

Another effect of raising requirements is that it limits the 
amount by which every dollar of reserves can be expanded. 
Prior to the action of last Summer every dollar of reserves 
could support $12 of member bank credit. After reserves 
were raised 50 per cent that amount was reduced to $8. 
By the final increase of 331% per cent, the amount of possible 
expansion has been reduced to $6 for $1. This lower ratio 
in itself makes it easier for the Federal Reserve System to 
counteract an injurious expansion, because every dollar that 


Credit Sails 


is added to member bank reserves will add $6 instead of $8 
or $12 to the potential volume of member bank credit. An 
increase in reserve requirements, however, places no absolute 
limit on the extent to which banks can expand, because when. 
ever the banks are short of reserves they can borrow from 
the Reserve bank and, if the System feels that expansion 
should be encouraged, the Reserve banks can give the banks 
additional reserves through open-market operations, which 
would relieve the banks of the necessity of borrowing. 

What an increase in requirements accomplishes is to place 
the Federal Reserve System in a position where it can jn. 
fluence the behavior of member banks through the normal 
credit instruments of open-market operations and discount 
rates. This is the usual and desirable position for the System 
to be in. While the banks have reserves far in excess of their 
needs the Reserve System is powerless to influence the rate of 
expansion or contraction of credit. The power to influence 
the volume of bank credit through reserves and through 
open-market operations and discount rates places upon the 
Federal ‘Reserve System the grave responsibility of seeing 
that legitimate business is always accommodated at reason- 
able rates, and that the volume of accommodation in the 
aggregate is at a rate best adapted to a stable condition of 
business and credit. 

The Federal Reserve System recognizes the gravity of this 
responsibility. We also recognize that so many factors in our 
economic life are beyond our control that the goal of a full 
utilization of our national resources at all times without vio- 
lent fluctuations cannot be achieved by monetary means 
alone. We can, however, contribute our share to this achieve- 
ment, and it is to this purpose that our efforts are dedicated. 
—Josrpu A. BRopERIcK, member of the Board of Governors 
of the Federal Reserve System, before Boston Chapter, 
AMERICAN INSTITUTE OF BANKING. 


In Times of Recovery, Prepare 


ie spite of the general improvement that has taken place, 
it would be ignoring facts to state that we have returned 
to a stable prosperity. The paradox of widespread unem- 
ployment in the face of increased production; the existing 
trade barriers to better international trade; the uneven 
recuperation within the economic structure; the fact that 
the Government still finds it necessary to borrow heavily 
to support its program; the effect of higher taxes imposed 
during recent years; and the current employer-employee 
strife, are serious obstacles to full normal recovery. Banking 
is affected by these factors as well as the immediate prob- 
lems in connection with the redundancy of funds, excess 
reserves, the lack of demand for loans, holdings of Govern- 
ment obligations, Government monetary policies and 
banking competition, to mention only a few. In spite of the 
general improvement in business conditions we cannot 
afford to become complacent about our banking situation. 
For nearly 150 years we have been experimenting with our 
monetary and banking system in the hope of evolving a 
system better to serve the needs of this country. It is far 
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more intricate and complex today than ever before. While 
few will deny that our banking system, if we may call ita 
system, has made a great contribution to our economic de- 
velopment, we as bankers cannot treat lightly the fact that 
it has failed in every major economic crisis. If the solutions 
to many basic financial problems have not been found before 
another major depression, we may see our chartered unit 
banking system entirely eliminated and, in response to the 
demands of the general public, Government ownership and 
operation substituted in its place. We may then realize, in 
retrospect, that the establishment of the guarantee of bank 
deposits through the operation of the Federal Deposit In- 
surance Corporation was, unconsciously, only the initial 
step and was not merely a stop gap. We may also find that 
the Government’s interest in the field of lending through 
agencies has provided it an experience which will prove to be 
invaluable for the larger bank task which government may 
assume, in response to public demand, if unit banking fails 
again. 

As the recovery processes continue, we should not forget 
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yur experience of the last few years and be lulled into com- 
slacency. The future may call upon us to make even greater 
idjustments than we have made in recent years, and if we 


re to meet the situation, we must approach the problem as 
rigorously and scientifically as possible. If we are to be pre- 

to exert our proper influence and leadership, we must 
ast have the facts upon which our views and opinions are 
igsed. Rule of thumb methods and prejudice must give way 
» more orderly and continuous study of our business. 

There may be some of our banks well equipped in per- 
gnnel and other facilities to anticipate future trends and 
wents enabling them to provide for any exigencies. It is not 
ufficient, however, that only a few banks be in this position. 


It became evident in 1933 that even these banks were vul- 
nerable when an epidemic of banking trouble once started. 
The problems of all in such times become the problems of 
each individual institution. Our 49 different banking 
systems then become in reality one banking system. 

The day has arrived in banking, as it arrived many years 
ago in industry, when we are greatly in need of more sound 
research in banking problems—research conducted in the 
interest of all banks.—RAyMonp N. BALt, President, New 
York State Bankers Association, and President, Lincoln- 
Alliance Bank & Trust Company, Rochester, before the 
Mid-Winter Meeting of the New York StaTE BANKERS 
ASSOCIATION. 


Share-the-Trust-Work 


= trust companies do not appear to have kept pace 
with other institutions of comparable size and importance 
in embracing the benefits to be derived from state and local 
associations. This condition, for the most part, is no doubt 
due to the very rapid growth of the trust business in a com- 
paratively few years and the consequent lack of sufficient 
time to perfect the organization of a large number of 
fiduciary associations. However, substantial progress has 
been made and there are now many corporate fiduciary as- 
sociations or sections in the United States. 

Those who are familiar with the work being done by one 
or more corporate fiduciary associations, particularly those 
which have been functioning for several years, are no doubt 
convinced that substantial benefits, both present and poten- 
tial, may be obtained for the trust companies and their 
customers. If a fiduciary association served no purpose other 
than to make the trust men of a city or state acquainted 
with each other, it would be well worth while. 

The achievements of the more active associations are 
numerous, and a reference to some of the things which have 
been accomplished will serve as a suggestion of what may 
be done by the newer associations and those yet to be 
formed. 

A subject of paramount interest and even concern to trust 
companies and their customers is the fees for services, and 
the working out of a complete minimum fee schedule by an 
association is of great value to the members and their cus- 
tomers. However, the establishment of a uniform fee 
schedule is of little value unless that schedule is strictly 
adhered to by all the members of the association. When such 
a schedule is established and maintained, the public soon 
karns that nothing is gained by shopping around among the 
members with an idea of getting some company to cut fees. 

I feel certain that in few, if any, instances can a uniform 
lee schedule be maintained for any considerable period unless 
the trust companies are bound together by a strong and 
active fiduciary association. It is, of course, also necessary to 
revise parts of the schedule from time to time, and the in- 
formation which can be made available through the efforts 
of the association is of much value in the revisions. 

Although the use of a uniform minimum fee schedule 
obviously is desirable from the viewpoint of the trust com- 
panies, it has been found equally desirable from the view- 
point of the customers of those institutions. Where uniform 
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fee schedules have been in use, it has been found that the 
customers and prospective customers of the trust companies 
in those localities are glad to know that they may choose 
any one or more of the trust companies which have adopted 
the uniform fee schedule, knowing that the charges are the 
same as those made by the other trust companies, but per- 
haps more important still, that they are paying the same 
rate as are other customers. 

It is unnecessary to emphasize the necessity of being ever 
alert against unfavorable legislative action. This comment 
applies particularly to tax matters and the collective experi- 
ence of the members of a fiduciary association is often of 
benefit to the committees of the legislature who consider the 
bills. Many improvements in laws affecting trust business 
have been brought about through the activity of some of the 
fiduciary associations. 

The relations with the Bar are a constant subject of dis- 
cussion, and quite a number of associations have been 
instrumental in formulating a satisfactory working arrange- 
ment between the trust companies and the Bar. 

In the light of the rapidly increasing volume of trust 
business, and the increasing cost of administering that 
business, it is necessary constantly to be on the alert to find 
new and better ways of handling trust accounts. Therefore, 
the interchange of ideas on these subjects by the members of 
an association is very helpful in putting into effect the most 
efficient administration of trust accounts. 

We are all familiar with the increasing burdens being 
placed upon corporate fiduciaries in the way of more numer- 
ous and complicated tax laws, reports, and examinations. 
It is not possible to pass on all of these additional costs to 
our customers in the way of increased fees. Therefore, it is 
particularly important that we should use every means 
possible to simplify and improve our methods of administra- 
tion. One of the outstanding characteristics of trust men 
which I have observed is their readiness to share with other 
trust men improvements in the handling of trust business 
which they have devised or learned. Through the better 
acquaintance with each other which develops from mem- 
bership in fiduciary associations, the exchange of such 
information is greatly facilitated —Harotp Ecxnart, Vice- 
president, Harris Trust and Savings Bank, Chicago, before 
the initial meeting of the Trust Division, ILttIno1s BANKERS 
ASSOCIATION. 
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Housewife Economists 


| the ordinary family the managing of the home finances 
determines how much money can be laid aside for savings 
and for investment which will drive away the wolves of 
hunger, illness, and dependency in old age. Savings give the 
feeling of security. In 85 per cent of the homes the housewife 
manages the finances and in almost every case the money 
which operates the family machine. She it is who gets the 
weekly pay envelope or its equivalent and distributes the 
funds for their various uses. If they are well distributed, 
looking to food and shelter, mental and moral growth, and a 
background of savings, security results, and, in consequence, 
happiness. Budget makers and economists have set up mini- 
mum and maximum standards, but the competent house- 
wife knows better and plans better than all of them. The 
budget makers put marks on paper, but the housewife lives 
the budget in her heart. 

Every day should have against it a credit mark of finan- 
cial savings so that as the days get fewer, the credits loom 
larger. If each day’s income is consumed in the day, then age 
finds no credit—life’s account is overdrawn. It is easy to 
say that every day should take care of itself and that we 
should give no thought to the morrow, but nature doesn’t 
work that way. Man succeeds not by antagonizing nature, 
not by changing nature, but by recognizing nature’s laws. A 
great part of the work of the world is done in the temperate 
zone, because the moderate temperature is conducive to 
both physical and mental activity and the needs of the fu- 
ture are cared for by the management of the present. Thus 
the value of management as applied to the household 
finances is of first importance. It constitutes the very corner- 
stone for the bulwark of the family’s happiness so that the 
members of the family may be well-housed, well-fed, well- 
groomed and well able to look forward to the future with 
confidence. 


As a boy in school, I was required to memorize Long. 
fellow’s poem, “The Village Blacksmith”: 
“Under a spreading chestnut tree 
The village smithy stands; 
The smith, a mighty man is he, 
With large and sinewy hands; 
And the muscles of his brawny arms 
Are strong as iron bands.” 
The village blacksmith is gone. Automotive transportation 
outmoded his business or else set him on wheels. To Long- 
fellow he represented ideal citizenship in that he worked, he 
owed no man anything, he attended church, his daughter 
sang in the choir. In short, he earned his way and partic. 
pated in the activities of his community. The family which 
does not manage well its family finances becomes unhappy 
and in consequence does not fit well into the community life, 

When we spend all our earnings at the department store, 
or at the baker’s, or at the meat market, or at the jeweler’s 
stand or the sports shop, we are working for them as though 
we were employed by them; but there is no recompense to us 
except the material we purchase. 

They give value today, but we need more than that—we 
need assurance. It can be purchased, but we have not the 
money to purchase it all at once any more than we have the 
money all at once to purchase all the food we will eat, or the 
clothes we will wear, or the presents we will give, or the en- 
tertainments we will attend, during the rest of our lives. We 
purchase them week by week. So the wise ones purchase 
assurance and security. They do not purchase food and 
clothing and entertainment for today and neglect to pur- 
chase security, or wait for security until their “ship comes 
in.” The ships may come in, but only to those who have sent 
them out.—W. Espey ALBIG, Deputy Manager, American 
Bankers Association, in a radio address. 


Making Gold Behave 


jf tnosonpee are those today who feel skeptical of the ability of 
men to manage and control their very important collec- 
tive financial affairs with intelligence and restraint. The 
exigencies of the case seem to point to the fact that no matter 
how we try to use the gold standard its inadequacies are far 
more potent than its advantages. According to one eminent 
authority, there are three tendencies today which make the 
adoption of a managed monetary system seem far less 
hazardous than perhaps ever before. 

The first is the general growth in popular intelligence about 
money and credit. 

The second is the fact that since the beginning of the 
present century, and particularly in the post war years, the 
gold standard itself has become more managed than auto- 
matic. 

When gold poured into the United States in the early and 
middle 20’s the Federal Reserve System prevented propor- 
tionate expansion of credit with its rise of price and subse- 
quent exodus of gold by issuing gold certificates upon which 
it required 100 per cent gold reserve, instead of 40 per cent 
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needed in the case of Federal Reserve notes. Similarly the 
upward movement of tariffs since the war has been largely 
dictated by the heads of nations who have attempted to re- 
tain their stocks of gold by decreasing the volume of claims 
upon them, whereby they might be able to retain their gold 
standards. 

It is easy to deplore such policies as being unwise because 
of their interference with the practical advantages of wide- 
spread world trade, but it is difficult to see much prospect 
for significant changes in the near future. Our choice is 
therefore, as a practical matter, not so much between “the 
automatic” gold standard and a “managed monetary 
system” as between two types of management, namely that 
based upon gold and that not based upon it. 

A third point is made that if we turn to actual experience, 
we find it simply is not true that the use of paper money In- 
variably leads to runaway inflation. “As a matter of fact,” 
states Professor Douglass, an eminent authority, “the level 
of prices in the United States under the gold standard in 
1920 was higher in comparison with its pre-war level thant 
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gas under the greenbacks at the conclusion of the Civil 

7, ” 
an point which may be added here in connection 
sith the tendencies which make the adoption of a “managed 
nonetary system” less hazardous, is the important factor 
gat this management, through exchange stabilization, has 
iven a working principle in Great Britain since 1931 and has 
en adopted in recent months by the United States and 
france. This important evidence points to the development 
new policies for managed financial and monetary affairs, 
ind there does not appear to be much doubt that, barring 
ynfavorable war-like developments, similar arrangements 
gill be entered into with other nations. So far as the managed 
noney of individual nations is concerned, the problem is 
gmewhat different. 

Itis seriously to be doubted that lack of monetary stability 
tas had any important part in acting as an impediment to 
business. It is self-evident that the first essential in any sus- 
tained recovery must be return of business confidence, but 
business confidence is based on other factors than monetary 
stability. Many other political and economic factors are more 
disturbing to business confidence than are money and bank- 


ing. Again, money and banking are dependent to a far larger 
degree for their stability upon business confidence. 

The one important thought to be borne in mind is that 
social and economic institutions are constantly in the process 
of change. It is our failure to realize this and to try and 
understand the scope and operation of these changes which 
constitutes the larger impediment to business and economic 
development. The development of our gold standard has 
been concomitant with the development which we have 
identified in economic history as the Industrial Revolution. 
Our monetary standards of the future must of necessity be 
identified with and consonant with the social and economic 
changes which those years will bring. 

It seems evident that some alteration from the former 
type of standard is inevitable and that from the point of 
view of the immediate future, international standards will be 
controlled through stabilization funds, and domestic money 
and credit will be controlled by central banking agencies. 
—Dean Rew Lace McCtune, College of Commerce and 
Business Administration, University of Southern Califor- 
nia, before the SocreTy For STABILITY IN MONEY AND 
BANKING. 


What the World Needs 


is obvious that until capital and credit again begin to 
flow freely from district to district and from country to 
country any permanent recovery in trade is practically 
impossible. In these modern days it should be recognized 
that banking services are not only important, but vital to 
the lives of the people—vital to the every day life of us all. 
Were these banking services not available, it would become 
practically impossible to produce or to distribute even the 
necessities of life. Therefore, when circumstances tend to 
injure the banking system and to prevent the creation of 
credit, the public welfare is seriously imperilled. It was this 
knowledge that caused the governments of many countries 
tocome to the assistance of the various banking systems in 
order to avert disaster when the difficulties become so great. 
Iam convinced that the creation of great amounts of 
government credit since 1931 has had for one of its objects 
the prevention of a complete breakdown of credit. It is very 
much to the good that the governments of all nations have 
so far succeeded in maintaining trade and in preventing this 
breakdown. Indeed, in the past year there has been a very 
general recovery in trade in most parts of the world. Unfor- 
tunately, however, the increased trade was due in no small 
measure to the growth of political danger which caused the 
nations to spend greatly increased sums on armaments. This 
process is increasing the rate at which government credit is 
being exhausted. If it be borne in mind that trade at the 
present time is as good as it is mainly because of the credit 
expenditures of governments in all parts of the world in- 
duding the United States, and that the power of govern- 
ments to create that credit in many countries is being rap- 
idly exhausted, it will be realized that the trade recovery 
may be only temporary unless new action is taken. 
The importance of reopening without delay the capital 
and credit markets freely to private borrowing will therefore 
be obvious, for, if there is little private credit created at the 
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same time that government credit becomes exhausted, a 
situation of great difficulty would arise. What the situation 
demands with an urgency that can not be exaggerated is 
that private enterprise in all directions both at home and 
abroad should be encouraged. All obstacles to trade, what- 
ever their character may be, should be removed, not at some 
future day, but immediately. 

It is now vitally necessary that every effort should be 
made to restore the world machine of production and of 
distribution by opening the world’s markets to trade and 
by re-opening the great international money markets, 
especially New York and London, to the world’s need of 
capital and credit. Indeed, what the situation demands is 
that encouragement should be given to private enterprise in 
all countries so that the nations may resume the normal rate 
of progress they made in the century up to the War of 1914. 
In that period world income increased five times over and 
international trade increased twelve times over. 

There is one element in the situation which is effectively 
closing the door to recovery. That is the spirit of fear which 
exists in the minds of statesmen and peoples not only as to 
the policies which neighboring nations are likely to pursue, 
but as to the policies various classes of their own peoples are 
likely to adopt. And this mentality of fear, unless it can be 
effectively dispelled, may make the economic and financial 
situation infinitely graver by creating political conditions of 
great danger. Therefore a policy of courage and of confidence 
is vital to the restoration of all countries. But for this policy 
to be effective some great nation must become the world’s 
leader and by displaying these great qualities cause other 
nations also to regain their courage and to regain their 
confidence. A policy of courage plus a policy of far-sighted 
self-interest which cannot really be distinguished from a 
policy of altruism is what is demanded at the present time. 

Would it not be a great step forward if we could induce 
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the two great creditor nations, America and Great Britain, 
to come together to consider the situation in all its aspects 
and to put forward those proposals for readjustment which 
are so urgently demanded at the present time? For it is 
obvious that a policy of courage and of cooperation and of 
generosity is urgently necessary in the interests of all na- 


tions. By restoring world prosperity America and Great 
Britain would effectively restore their own Prosperity and 
avoid the dangers which they may otherwise experience — 
Sir GrorcE PaisH, former editor of the Statist, London, at 
the annual banquet of New York Chapter 


, AMERICAy 
INSTITUTE OF BANKING. 


State Bank Rights 


NCERTAINTY attends the future of all chartered 

banking in these times of rapid change, but more prob- 

lems, and greater ones, appear to face the state banker as he 
looks toward another day. 

Abolition of state banking systems, and one national 
system, wholly under Federal control, has been the goal of 
some economists, some bankers and many politicians for 
many years. Every financial flurry brings this proposal 
clearly into the picture as a panacea for our economic ills. 
We are told that a central authority in Washington can 
better appraise conditions and formulate rules for the banks 
of the country than can be done in 48 separate agencies ex- 
isting within the respective states. We are told that uniform 
regulations should be adopted for all the banks, and that 
the proper place for this promulgation and enforcement of 
rules must be at the seat of the Federal Government; that 
the purpose of unification is the adoption of identical rules 
for all banks, governing them in every feature of daily 
routine. 

I do not believe such a program is sound. I have the deep- 
est respect for much good that has come out of Washington. 
However, state banks may operate in each state under reg- 
ulations which fit more nearly local requirements than the 
necessarily narrower regulations of a national system, which 
must be as rigid as the requirements demanded in the most 
difficult territory in the nation. 

The dual system of banking is more nearly in harmony 
with American concept and tradition. Bank chartering was 
not delegated to Congress directly by the Constitution of the 
United States nor denied by it to the several states. Con- 
gressional action in the field of banking was the result of 
constitutional interpretation by the United States Supreme 
Court more than 100 years ago. Under the doctrine of 
states’ rights we have duality of administration in many 
things, and we have state and Federal courts. In fact, mil- 
lions of dollars are spent annually by the states to carry on 
functions in which the Federal Government has a more or 
less important part. Why maintain state legislatures and 
governors if the whole job can be done better in a single 
set-up in Washington? If, indeed, we be true unificationists 
we should abolish all this duplication of effort and operate 
all things under national direction and control. We recognize, 
however, as the framers of the Constitution recognized, the 
propriety and necessity of dual control in many functions of 
government affecting the welfare of the people. 

Enforced Federal Reserve membership is an active issue 
upon which banks have lost ground in recent Federal legisla- 
tion. Only a determined fight in the last two Congresses kept 
a mandatory law for general membership off the statute 
books. Even then, an insured bank doing a commercial 
business will be required to join the Federal Reserve system 
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after 1941, provided its average deposits equal $1,000,000 or 
more. The fight of proponents of compulsory membership 
will be to lower this exemption limit and gradually include 
all banks. 

State banks should not be forced to join the System, as 
contemplated by the proponents of unification although, in 
my opinion, it would greatly strengthen the American bank. 
ing structure if all banks could join, upon terms that would 
fully protect them against loss. The System should be made 
attractive to banks so they will want to join. This can be 
done. 

Clash of supervisions holds a real danger for the state 
bank in the future. State member banks, insured under the 
F.D.I.C., have three sets of regulations under which to op- 
erate, namely, state banking department, Federal Reserve 
Board and Federal Deposit Insurance Corporation. It will 
be necessary for much to be done in the way of coordination 
if serious clashing is to be avoided as all essay the task of 
“bossing” the same bank. 

In all frankness, it should be said that probably the most 
important factor in the supervisory field, affecting state 
banking departments, is the F.D.I.C. Its far-reaching pow- 
ers constitute the greatest threat, in my opinion, against 
the continuance of state banking departments. 

Whether it be for better or worse, it is a fact that the 
F.D.1.C. has the last word in chartering banks by granting 
or withholding insurance and, under existing powers, can 
take the lead in mergers and liquidations. Of course, no one 
can blame the Corporation for looking after its risks but, 
by the very nature of the case, important initiative has been 
taken away from state banking departments. In the future 
the F.D.I.C. may, possibly, become the dominating factor 
in the whole banking picture—overshadowing even the 
Federal Reserve System. Then the state banker may well 
inquire, ‘‘ What price insurance?” 

Government competition continues to be a shadow of no 
small proportions. State banks being located largely in ag- 
ricultural areas have felt, and will continue to feel Govert- 
ment competition most keenly. 

As state bankers face the future the question which nat- 
urally arises is: How shall we meet the situation which 
threatens our existence? I should like to suggest a six-pollt 
program covering some of the matters which profitably 
could be considered. 

1. We should put our banking house in order. We should 
invest the utmost of time, talent and effort in good manage 
ment and place our business on the highest plane possible 
and render a service second to no other business. 

2. We should eliminate Government competition not only 
by securing remedial administrative and legislative actio, 
which is important, but by rendering the best sort of service 
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at less cost to the public in the long run. If we can cut the 
olume of these loans which the Government is making to 
grmers for crop production, we shall discourage this com- 

tition in a most effective way. 

3, Take politics out of state banking departments. This 
involves vigorous work in some of the states. The superin- 
tendent of banks should not only be a man of tested banking 
experience, but he should be appointed for a long term— 
sy, 10 years—and not be removable except for definite 
cause. He should have associated with him, at least in an 
advisory capacity, a banking board of possibly five men. 

4. A uniform code regulating banks in a general way 
should be adopted in all the states somewhat like the Nego- 


tiable Instruments Law covering commercial paper transac- 
tions. Such matters as minimum capital requirements, ratio 
of capital structure to total deposits, etc., could properly be 
covered by this code; in this way we could have uniformity 
without unification. 

5. We should make every effort to place all state banks 
upon a profitable basis and keep them there. 

6. State bankers must educate their public as to the truth 
in the banking situation and see that the facts are presented 
to our lawmakers, state and national, in the most effective 
S. ELtiorT, Vice-president, Bank of Canton, 
Canton, Georgia, before the Annual Regional Conferences 
of the ILtmvois BANKERS ASSOCIATION. 


The Trust Fee Problem Is National 


7 plan of basing trust fees upon corpus and charging 
them in whole or in part to corpus is by no means vision- 
ary; it is highly practical and successful and has been sea- 
soned and tested by experience in the face of competition 
with other and lower schedules differently based, and under 
most trying economic conditions. So far it has proved to be 
the best answer to the perplexing problem of an adequate 
base and rate for trustees’ fees. American trust institutions 
are quite aware of the inadequacy of their present schedules 
of annual fees based wholly upon income. They have been 
tested and found deficient. The situation can be remedied 
and we can ill afford to postpone the correction much longer. 

Trust men in institutions which are members of the Fed- 
eral Reserve System are familiar with the expanding scope 
of the examinations of trust departments now being made 
by the Comptroller of the Currency. No longer is that public 
oficial satisfied with a mere balance sheet and the checking 
of trust securities in vaults. He is becoming interested in 
potential liabilities, investment and administrative ma- 
chinery and policies, accounting systems, public relations 
and even management. 

The subject matter of Regulation “F” recently issued by 
the Board of Governors of the Federal Reserve System is a 
fair warning of the concern which the supervising authorities 
are taking in the organization, management and policies of 
our trust departments. Should we fail to put, promptly and 
intelligently, our fee schedules on a more businesslike and 
productive basis, we can reasonably expect that the Board 
of Governors of the Federal Reserve System may in due 
course prescribe what it considers a sound base and ade- 


quate rate for fees, applicable to all members of the Federal 
Reserve System, which will, in the opinion of the Board, 
insure sufficient earnings to those institutions which render 
trust service to enable them to meet the inherent and in- 
creasing risks of the business, furnish the standard and scope 
of trust service which the board may prescribe, and finally 
yield a reasonable profit to the institution itself. 

There is impressive precedent for such possible action. 
This same Board, under its Amended Regulation Q, pro- 
hibited the further payment by member banks of interest 
on demand deposits and also fixed a maximum of 2% per 
cent on savings deposits, thus bringing order out of chaos in 
the matter of interest paid to bank depositors, at a time when 
the very solvency of the members depended upon increasing 
their earnings. 

What a simple process this was to accomplish such a 
major benefit to our banks! Might not similar action by the 
Federal Reserve Board, wisely exercised, provide the ideal 
method for a nationwide solution of our chaotic fee problem, 
at least for all future business? There may be food for thought 
in this possibility. We ourselves initiated the “Statement 
of Principles of Trust Institutions,” which subsequently 
became imbedded in Federal regulations governing us. Can 
we not take a similar leadership in recommending to our 
membership sound and adequate schedules of fees which 
might later receive official endorsement by the Federal Re- 
serve Board?—L. H. RosEBERRY, Vice-president and Trust 
Department Manager, Security-First National Bank of Los 
Angeles, before the Mid-Winter Trust Conference, AMERI- 
CAN BANKERS ASSOCIATION. 


Uneasy Money Rates 


1 yen low money rates we have at the present time result 

from artificial conditions. Cheap money has resulted 
from the lack of demand caused by business depression, 
currency and credit inflation, concentration of gold largely 
in the United States and the general fear on the part of the 
investor, 

Artificial conditions change much more rapidly than 
normal ones and therefore we may look for a rapid change 
in the money rates which have been brought on by these 
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conditions. As a matter of fact we can expect very much 
higher money rates and if history repeats itself the change 
will be fast and furious. 

At the present time the causes for cheap money are begin- 
ning to turn and the forces making for higher price money 
are asserting themselves. Prices are beginning to rise sharply. 
—Ivan Wricut, Professor of Economics, University of 
Illinois, before the North Central Conference of the UNITED 
States AND LOAN LEAGUE. 
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A Difficult Balancing Act 


¥ budgets are to be balanced by higher taxes eventually, 
it is apparent from recent history that when the tax 
burden reaches a certain per cent of the annual national in- 
come—say 20 per cent or over—the demand arises for a de- 
valuation of the currency in the country in question. 

It is estimated that our present tax burden is about $10,- 
000,000,000, or about 18 per cent of national income, and 
that it may reach $12,000,000,000 to $15,000,000,000 per 
annum within the next 10 years, without the Social Security 
taxes. If these are included, and the present law is not mod- 
ified, the tax burden may reach 19 to 20 billions within 10 or 
12 years. Unless national income is raised to 90 or 100 
billions in the same period, it is quite probable we may face 
a growing demand for further devaluation of our currency, 
assuming, of course, that the President does not use his 
power to devalue further in the next two and a half years. 

A number of factors have to be considered in monetary 
policy, especially when the money of a country is, in any 
sense, on a managed currency basis. The Bank of England 
traditionally managed monetary policy before the War, 
particularly gold movements by changes in the discount 
rate. Later open market operations were added. We have 
recently given to our Federal Reserve authorities two other 
agencies of control—power to change reserve requirements 
for member banks, within certain limits, and to set margin 
requirements for stock exchange dealing and security loans. 


Pampered Pet 


UR business is one in which we cannot average results. 
It does not help much when Mr. X calls to complain 
because certain of the investments in his trust have greatly 
depreciated in value or have become non-income producers 
to say, “Yes, Mr. X, but let me tell you what a wonderful 
job we have done for Mrs. Jones.” From the very nature of 
our business we must suffer more from our mistakes of judg- 
ment in a relatively few number of cases than we gain in 
esteem and public good will from the successful administra- 
tion of a much larger number of cases. 

When I entered the trust business and down into rather 
recent years, a trust officer was in some respects a pampered 
pet of his institution. Unless we can successfully combat 
this question of good public relations, we are likely to become 
undesired step-children. 

It is my personal belief that the trust business of this coun- 
try will not grow and will not progress as it has every right 


Piling Ossa 


UCH has appeared in banking publications and in the 
newspapers advocating a unification of banking. Recent 
changes in the supervising structures, particularly in the 
Federal Government, have caused some complaint from the 
banks themselves that they are subject to too many govern- 
mental inquisitorial agencies. 
A state bank, for instance, must submit to its state exam- 
ination and an F.D.I.C. examination; a state bank which is 
a member of the Federal Reserve System, in addition to 
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To the President and the Treasury we have also given the 
power—now extended for 2)4 years—to change the price ¢ 
gold, i.e., the gold content of the dollar. 

Some in high authority at the present time have advocated 
two other measures which they consider essential to nile 
complete control of money and credit: one, the abolition of 
gold or gold certificate reserves for bank notes and deposits 
in central banks, making the notes assets’ issues, secured 
a first lien upon the total assets of the issuing bank; and 
second, the direct control by the central banking authorities 
of the export of capital, or all flotations of foreign security 
issues, i.e., all outward and inward capital movements, 

We are told that in all likelihood the Government through 
its various agencies and powers will not let “Governments” 
drop below par, at least until its 1940 refunding financing i 
out of the way. This is entirely possible, for, through the 
operation of the stabilization fund, the F.D.I.C., the F.C, 
the new “borrowing powers” of the Treasury to sterilize 
gold, the demand for securities for the Social Security re 
serves, we may soon witness the phenomenon of the Govern- 
ment being out of the money market as a borrower, and yet 
running deficits from year to year, but financing itself 
through the use of Social Security reserves and its “baby 
bond” sales. —FREDERIC EDWARD LEE, Professor of Econom 
ics, University of Illinois, before the annual regional confer. 
ences of the ILLINOIS BANKERS ASSOCIATION. 


or Step-Child? 


to do until there is some authoritative record of manage 
ment results. The insurance manuals give us every opportu- 
nity of comparing the management results achieved by 
insurance companies throughout the country. 

Whether or not this can ever be true of individual trust 
institutions in their management of estates and trusts, it 
certainly should be true in the not too far distant future of 
the trust business as a whole. I have nothing in common 
with the trust man—whether he hails from a small town oF 
whether he be the president of a great Wall Street institution | 
—who wants to hush-hush and throw a veil of secrecy and 
mystery about the trust business and its accomplishments, 
or even its lack of accomplishments. I believe in informa 
tion—all the information that it is possible to give.—GwiLiit 
A. Price, Vice-president and Trust Officer, Peoples-Pitte 
burgh Trust Company, Pittsburgh, before the Mid-Wint 
Trust Conference, AMERICAN BANKERS ASSOCIATION. 


on Pelion 
these two, is also subjected to the supervision of the Feder 
Reserve Board. A national bank is subject, in some measutt, 
to supervision by the Comptroller of the Currency, # 
Federal Reserve Board and the F.D.L.C. and it is being a 
vocated that the simplification of this supervision is des 
able. a 
Just what this agitation will result in is hard to predict 
M. A. GRAETTINGER, Executive Vice-president, Illinois Bat 
ers Association, before the Annual Regional Conferences. ~ 
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